1976 Annual Report 


Amid the brilliant colors of a New England autumn, 
a Grace tank truck carrying chemicals to an indus- 
trial customer begins its journey. Grace products 

are marketed worldwide and fulfill essential human 
needs. This Annual Report is dedicated to the 
customers we serve with chemicals, natural resources 
and consumer products. 


W.R. Grace & Co. 
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(Dollar amounts in thousands except per share—restated) 
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Percent 
For the Year: 1976 1975 Change 
Sales and Operating Revenues $3,615,153 $3,589,870 + 1% 
Net Income 131,882 169,898 —-2 
Per Common and Common Equivalent Share 3.55 S15 31 
Per Common Share Assuming Full Dilution 3.27 4.65 —30 
Working Capital Provided by Operations 267,195 311,397 —14 
Cash Dividends Paid per Common Share 1.70 1.625 +5 
Average Number of Common and Common Equivalent Shares 36,982,000 32,870,000 +13 
At Year-End: 
Total Assets $2,755,862 $2,550,641 + 8% 
Net Properties and Equipment 1,050,335 975,315 +8 
Working Capital 679,200 626,491 +8 
Shareholders’ Equity—Common Stock 1,146,101 1,075,817 aes 
Shareholders’ Equity—Per Common Share 31.04 29.16 +6 
Common Shares Outstanding 36,922,549 32,898,867 +12 
Number of Common Shareholders of Record 55,943 56,104 - 
Number of Employees 59,700 62,100 -—4 
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To the Shareholders: 


During the year 1976 there were important gains in three major lines of business— 
specialty chemicals, natural resources and consumer products—which were offset, 
however, by a cyclical decline in agricultural chemicals. 

Last year's Annual Report predicted this performance. We observed then that 
chemical industry trends were favorable, that our program of development in 
natural resources was beginning to grow in significance, and that consumer prod- 
ucts would do better in 1976 as confidence in the U.S. economy was restored. 

We also said: ‘The only major uncertainty this year pertains to the agricultural 
chemical business. Despite the forecast of strong demand for chemical fertilizers, 

it is expected that profits from this sector will be lower than the record levels attained 
in the last two years."' The results of 1976 paralleled this forecast. 

Earnings in 1976 of $131.9 million or $3.55 per common and common equiva- 
lent share were the second highest in Grace's 122-year history. They were, how- 
ever, well below the $169.9 million, as restated, or $5.15 per common and 
common equivalent share in the prior year. 

It should be recognized that results in 1975 were favorably affected by net 
gains on divestment of businesses and translation of foreign currency in accor- 
dance with Financial Accounting Standards Board Statement No. 8 (FAS No. 8). 
The following table illustrates the impact between the two years caused by 


these non-operating factors. Excluding these items, earnings in 1976 were $133.1 
million against $137.1 million, as restated, in 1975, lower by $4.0 million or 2.9%. 


($ Millions) 1976 1975 

Net income as reported. ............002 00000 $131.9 $169.9 

Net gain ondivestments.............+0+-005 2: 25.0 

EfecttOhPASINOSO se - c ncclonesainenaeeeess (3.3) 7.8 

Before the effects of divestments & FASNo.8 ...... $133.1 $137.1 
Porcancecracisas er me cs eer aren areas, <1 (2.9)% 


The table shows that there was a net gain of $25.0 million on divestments in 
1975 due largely to the sale of a portion of the Company's majority interest in 
Jacques Borel International. In 1976, however, the net gain on divestments was 
$2.1 million, which included provisions for planned divestments of certain con- 
sumer products activities in 1977. There was also an unfavorable variance between 
the two years of $11.1 million in foreign currency translation effects. 

Asimilar analysis may be made of earnings per common and common equiva- 
lent share which would result in $4.15, as restated for1975, against $3.58 for 
1976 —based, however, ona 12% increase in the number of shares outstanding. 
This was the first year-to-year decline in earnings per share since 1971. 

On page 32 of this Report, operating income after taxes for all major lines 
of business is shown for the five-year period 1972-1976. The table reveals that the 
decline in operating income from agricultural chemicals of $46.8 million—from 
$81.4 million in 1975 to $34.6 million in 1976, or 57 %—was almost offset by gains 
in operating income from other areas. Specialty chemicals were higher by 37 % 
to $106.1 million; natural resources, continuing its rapid development, was up 76 % 
to $16.2 million; and our consumer businesses gained 24% to $32.9 million. 

Total operating income after taxes, excluding divestments, amounted to $189.8 mil- 
lion against $194.9 million in 1975, a decline of less than 3%. 

Total sales and operating revenues for 1976 amounted to $3.62 billion, a slight 
increase from $3.59 billion in 1975. The 1975 figure, however, included $253 
million in sales of consumer businesses which have since been divested. 

The economic recovery experienced in the United States—especially vigorous 
during the first half of 1976 and paralleled to a lesser degree in Western Europe— 
helped Grace's specialty chemicals business to a strong profit performance. The 
gain in earnings also reflected the attention given to cost reduction programs, 
inventory control and improved marketing efficiency. Grace has leading competitive 
positions in such industrial product lines as fluid cracking catalysts, flexible pack- 
aging materials, container sealing compounds, waste and water treatment chemi- 
cals, and several inorganic and organic specialties. All achieved higher sales and 
earnings. Profits from specialty chemicals have grown at an average annual rate 
of more than 14% for the past 10 years. As new markets are developed and new 
products introduced, we expect this record to be maintained. 

In agricultural chemicals, Grace occupies a leading position as a producer of 
nitrogen and phosphate fertilizers for the domestic market. Overall demand for 
these plant nutrients recovered from a 1975 decline in line with increased acreage 
devoted to corn and wheat. While physical shipments of fertilizer materials rose, 
dollar sales declined asa result of lower prices. An imbalance of supply and 
demand and lower phosphate rock exports were contributing factors. This experi- 
ence was industry-wide, and profits of other commercial fertilizer producers in 


Chairman Felix E. Larkin conducts an informal 
orientation session with some of Grace's re- 
cently hired young professionals. These future 
managers fill a variety of staff positions and 
lend their individual skills to the Company's 
success. 


1976—as reported by The Fertilizer Institute in Washington, D.C.—averaged 50% - 
60% below the unprecedented levels of 1974 and 1975. 

Although fertilizer prices rose as last year's fall planting season approached, 
the trend reversed during the fourth quarter, leading to lower profits in the period. 
Currently, however, converted phosphate as well as nitrogen prices have risen 
from their December low points. It remains to be seen what will happen to prices and 
how tightly shipments will be compressed in the spring planting season which, in 
turn, is affected by weather conditions. 

The expansion of Grace's natural resource operations continued according to 
plan during 1976. Production of petroleum and natural gas amounted to 5.7 million 
barrels of oil and oil equivalents, excluding our oil production in Libya. Proved 
and probable reserves in the U.S, and Canada increased by 10% through purchase 
development and exploration to a little more than 90 million barrels of oil and oil 
equivalents at year-end. Initial production of low-sulphur coal has commenced 
at the Colowyo mine near Craig, Colorado. Two major long-term contracts cover- 
ing the future sale of up to 60 million tons of Colowyo coal were executed with 
electric utilities in Texas and Colorado. As production of petroleum, natural gas and 
coal is stepped up to meet critical energy requirements, earnings from natural 
resource activities are expected to show strong growth over the next several years. 

Several consumer products units have been divested as part of a management 
program to deemphasize packaged food products and to concentrate instead on 
specialty merchandising activities—including specialty retailing and restaurants. 
Consistent with this strategy, Sheplers, a retailer of western wear, and Handy City, 


, 


which operates home centers in the Southeast, were acquired in April and Decem- 
ber, respectively. The Channel Companies, Inc., a pioneer in home improvement 
with stores located primarily in New Jersey, was purchased in February 1977. 

El Torito-La Fiesta, a highly successful 23-unit chain of Mexican-style restaurants in 
southern California, was acquired in December, complementing Grace's ownership 
of Far West Services, Inc. Far West isa 131-unit chain of specialty restaurants and 
coffee shops with an annual compound sales growth of 28 % since acquisition 

in 1970—making it one of the fastest growing food service operations in the country. 
Sales from Grace's specialty merchandising businesses in 1977 should rise to 

the $500 million level with profits continuing to keep pace. 

Grace's financial position was substantially strengthened during the year, and 
no long-term financing is presently planned. Current resources, together with cash 
generated from operations, will be more than sufficient to fund 1977 capital 
requirements. At year-end, the Company had $232 million in cash and marketable 
securities and a debt ratio of 37.6%. The improvement in Grace's balance sheet 
was accomplished by the sale of four million shares of newly issued stock in January 
1976, and by borrowing $142 million from several U.S. insurance companies 
through the placement of 20-year senior notes. Arrangements for the financing of 
several agricultural chemical and natural resource projects were also made during 
the year. 

We regret to inform the shareholders of the untimely deaths of two directors: 

O. C. Carmichael, Jr., chairman of the board of the FBT Bancorp, Inc., and Ernest 
L. Molloy, former chief executive officer of R. H. Macy & Co., Inc. Their contribu- 
tions as directors since 1968 and 1971, respectively, were uniquely valuable. Two 
new directors were elected in December—Harold A. Eckmann, chairman of The 
Atlantic Companies, and Raymond C. Foster, chairman and chief executive officer 
of Stone & Webster, Incorporated; and, in March 1977, David L. Yunich, retired 
vice chairman of R. H. Macy & Co., Inc., was elected to the Board. All three are 
distinguished businessmen. 

We are gratified by the consistent growth of our principal business—specialty 
chemicals. The higher level of economic activity expected in 1977 and rising 
demand for chemical products give us confidence for the year ahead. This outlook 
is further supported by the rapid development of our natural resource operations 
and the expansion of selected consumer activities. While the near-term level of 
profitability of the fertilizer business is difficult to predict, we expect that future 
increases in consumption will lead to improved industry performance. 

The strength of the Company is based on the efforts of its nearly 60,000 
employees. Their contributions, together with the favorable factors described 
above, reinforce our confidence in the continued growth of W. R. Grace & Co. 


Respectfully submitted, 


p ry | aw ee President 


ee SSeS Chairman 


March 3, 1977 


Bicentennial Celebration. Flags waved briskly 
as Grace dedicated a Bicentennial platform 

to celebrate our nation's 200th birthday. This 
was one of a series of events sponsored by 
Grace to show its commitment to the New York 
community. Many groups, like members of the 
Police Athletic League, performed on Grace 
Plaza to the enthusiastic applause of a lunch- 
time audience. 


Grace Plaza 


Banners waving, drums rolling, batons twirling, the 125-member troupe—aged 
seven to eighteen—marched across the crowded expanse of Grace Plaza. The 
occasion? The dedication of Grace's Bicentennial flag platform. The program? A 
“Bicentennial Salute to Broadway," featuring songs and choreography from 

some of America's best-loved musicals. The performers? Members of the Drum & 
Bugle Corps and Performing Arts Troupe of the Police Athletic League (PAL). 

The PAL salute was one of a series of events designed to bring the Company and 
the community closer together. Coinciding with the Bicentennial celebration and 
the arrival of thousands of tourists in New York, the festivities on Grace Plaza during 
1976 drew a warm and enthusiastic response. 

Since moving to its new mid-Manhattan headquarters in 1973, Grace has con- 
tinued to take an active role in supporting a variety of community organizations— 
including the Easter Seal Society, the Boy Scouts, the Music Performance Trust Funds 
and Odyssey House. Among the more memorable events was a Thanksgiving 
tribute by the Thunderbird Indian Society. Celebrating the role of the American 
Indian in assisting the early Pilgrims, the performers—dressed in handmade native 
costumes—recreated the chanting rhythms and dances of the Seneca, Hopi and 
Winnebago tribes. 

These lunchtime gatherings are part of a community relations effort which 
extends far beyond the confines of Grace Plaza. The Company shares with others 
a responsibility for the economic and cultural rejuvenation of New York City. To 
this end, it maintains memberships in civic and municipal organizations whose 
primary purpose is the revitalization of the City's economic and social well-being. 
Grace representatives lend their initiative and ideas to groups like the New York 
Chamber of Commerce and Industry, the Economic Development Council of New 
York City, the Avenue of the Americas Association and various agencies and 
departments of local government. The Company's commitment to the New York 
community was further reaffirmed four years ago when it signed a long-term lease 
on its new headquarters building. 

This kind of involvement is not, of course, limited to New York City. In communi- 
ties across the country and around the world—wherever Grace plants, offices or 
retail outlets are found—the same active participation in local affairs isa Grace 
tradition. 

Itis Grace's way of saying: ‘We want to do our part." 
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Water Treatment Chemicals. The quality of 
water in our nation's lakes, rivers and streams 
is being improved today with the help of 
Grace's specialty chemicals. Coupled with a 
strong research and development program, 
new chemicals and engineering services for 
water and waste treatment plants are being 
successfully marketed to industrial customers 
and municipalities which depend upon a con- 
tinuous supply of pure water. 


Specialty Chemicals 


Sales and income from specialty chemical operations reached new highs in 1976. 
Sales rose 16 percent to $1.49 billion, while operating income after taxes climbed 
37 percent to $106.1 million. 

These increases reflected Grace's continued commitment to technical service 
and customer support for all its specialty products. A reputation for quality and 
innovation has made Grace the leader in such product lines as flexible packaging 
materials for perishable products, fluid cracking and emission control catalysts, 
container sealing compounds and water and waste treatment chemicals. 

New and stricter standards of air and water quality have spurred sales of 
Grace's specialized chemicals. The U.S. market for water and waste treatment 
chemicals, for example, passed the $1 billion mark last year and is growing at an 
annual rate of ten percent. Grace's sales in this market —largely through Chemed 
Corporation, a 90 percent-owned Grace subsidiary—rose 17 percent in 1976. 

The changeover to recirculating water systems, which require more chemical treat- 
ment than the old ‘‘once-through" effluent systems, means increased demand for 
these Grace products. Recirculating systems are more energy-efficient, thereby 
saving on fuel costs and preventing the thermal pollution (overheating) of lakes 
and rivers. In addition to chemical chelates and flocculants (purifying agents), 
Chemed provides related engineering and design services for the construction of 
municipal and industrial waste treatment facilities. 

Concern over air quality and, in particular, the problem of automotive exhaust 
emissions has opened new markets for Grace products. Long a leader in the 
production of catalysts for the petrochemical industry, Grace has applied this 
technology to the development of sophisticated emission control catalysts and 
catalyst support materials for the automotive industry. Production of these catalysts 
at Grace's new Curtis Bay, Maryland facility—the largest of its kind in the world— 
increased substantially in 1976, further reinforcing Grace's position as a leading 
supplier to this market. 

Other Grace products for the automotive industry established new sales records 
in 1976 as the new car market rebounded from its depressed 1975 levels. Leading 
the way were products like Daramic separators—for use in the new, maintenance- 
free automobile batteries; Darak 5000 battery separators for industrial applications; 
and sound-deadening materials for the European market. The Company is presently 


Packaging Products. Grace's packaging 
materials preserve the flavor and freshness of 
the food you buy. Cryovac flexible films and 
pouches wrap poultry, fresh meat, cheese, 
smoked and processed meats and a variety of 
non-food items. Darex sealing compounds line 
the seams of cans, bottle tops and jars. These 
materials are produced and marketed worldwide. 


gearing up to supply the planned U.S. assembly facilities of Volkswagen and Volvo 
with the identical chemical products used by these manufacturers in their European 
plants. 

In Nashua, New Hampshire, a new plant for the production of iminodiacetic acid 
(IDA)—used primarily in the manufacture of pesticides and herbicides—came on- 
stream in 1976 and operated at full capacity. Sales of other amino acids—organic 
chemicals with a variety of industrial and commercial applications—rose ten percent 
with particular strength in the detergent and industrial cleaning markets. A second 
new facility—for the production of glycine, used in cosmetics and pharmaceuticals 
—will begin operation in 1977. 

Worldwide sales of flexible packaging materials, under the Cryovac name, 
grew almost 14 percent over last year. The Barrier Bag, which has revolutionized 
the processing of fresh red meat, continued to find new applications in the preser- 
vation of cheese and in the packaging of smoked and processed meats. 

Productive capacity at Cryovac's lowa Park, Texas facility will be doubled by 
mid-1977 to serve the growing market for the Barrier Bag. Other Cryovac shrink 
films are used to preserve the freshness and flavor of poultry products—like the 
traditional Thanksgiving turkey, which is now available year-round. Non-food 
applications of these flexible packaging materials—including toys, hardware, 
stationery and appliances—increased as this market recovered with a 21 percent 
gain in industry-wide demand over the previous year. 

In an effort to cut food costs, budget-conscious Americans are planting gardens 
and growing more of their own food. The result has been a boom in the home- 
canning industry. Grace, long the leader in container sealing technology, doubled 
its sales of rubber latex compound to the home canning market in 1976. To keep 
home gardens fertile and productive, Grace markets a complete line of soil 
mixes and conditioners under the Terra-Lite and Redi-Earth trademarks. 

The Company's polymer technology has found new applications in the area of 
urethane foam chemistry. One new product, called Fabrethane, is a fabric coating 
made from a special single-component urethane polymer. Commercial uses of 
Fabrethane have been developed as a replacement for leather in shoes, handbags, 
gloves and upholstery. 

Grace offers a broad range of insulation and structural products to the 
construction and mining industries. Monokote fireproofing protects steel columns 
and beams in skyscrapers and high-rise apartment buildings. Zonolite sealants 
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Automotive Chemicals. Almost every part of 
your car benefits from Grace's special chemis- 
try. Catalysts, for example, cut down on auto- 
mobile pollution, while acid-resistant separators 
help batteries operate efficiently. 


prevent the chipping and breaking of support structures in underground mines and 
improve worker safety. Servi-Wrap—a self-sealing, waterproofing material— 
protects pipes of all sizes from the effects of moisture and corrosion both above 
and below ground. 

Other Grace specialties include catalysts to help crack crude oil into gasoline, 
home heating oil and a variety of commercial fuels; radiation-curable polymers, 
which insulate and protect eléctronic circuitry in telephones, calculators and other 
high-technology consumer items; and printing blankets for use in offset, letterpress 
and textile printing processes. 


Research and Development 


Industrial customers worldwide rely on Grace for the formulation, application and 
dependable quality of its chemical specialties. For this reason, research and 
development is the lifeblood of Grace's chemical business. With thousands of 
chemical products currently on the market, innovation and product improvement 
are crucial to the Company's success. 

Last year Grace made available $28 million for research activities at 39 
laboratories around the world. These facilities employ some 700 scientists and 
technicians—half of whom hold advanced degrees. The technical skills of these 
researchers include a wide range of specialties—from air pollution control to 
polymer chemistry. Their challenge is to find beneficial and profitable applications 
of new technology. Their efforts make possible the improved productivity of 
chemical process operations and the superior quality of the Grace product. By 
giving Grace the technological edge, they promote a better way of life for all of us. 

The central Research Division, headquartered in Columbia, Maryland, opens 
new areas of product technology. One such area is biochemistry. During the year, 
the National Institutes of Health awarded Grace a contract for advanced bio- 
chemical research into potential cancer control agents found by Grace scientists. 
Another promising development was the laboratory identification of an active agent 
which, when added to ordinary cattle rations, improves feed utilization in cattle by 
nine percent. Certain enzyme processes have been made more economical by 
binding the active ingredient to a proprietary Grace substrate—this, too, the result 
of biochemical research. 


Fighting Corrosion. Underbody spray coatings 
guard against corrosion. Grace is a leading 
producer of coatings, maintenance products 
and sound-deadening materials for the auto- 
motive industry. 


Performance Parts. Grace is also involved in 
the automotive aftermarket with products like 
Appliance wire wheels. The Company man- 
ufactures and distributes performance and 
customizing parts for domestic and foreign cars. 


Quality Produce. The ready availability of 
high-quality fruits and vegetables depends on 
the optimum utilization of modern agricultural 
chemicals. Both phosphate- and nitrogen-based 
fertilizers with associated micronutrients and 
chelating agents are supplied to farmers 

by Grace. 


Agricultural Chemicals 


After two successive years of record results, income from Grace's agricultural 
chemical operations fell sharply in 1976. Operating income after taxes totaled 
$34.6 million—off 57 percent from the previous year. Sales for the year were 
$469 million. 

The fertilizer industry in 1976 experienced a ‘profit squeeze." Prices, influenced 
by increased industry capacity, declined from the record highs of the previous 
two years, while costs—mainly those related to energy—continued to escalate. New 
industry-wide capacity increases, including those in 1976 and those planned for 
1977 and 1978, are producing temporary supply/demand imbalances—holding 
down prices until increased demand can absorb the new capacity. To place these 
cyclical aberrations in perspective, a long-range view of the industry is essential. 
Over the past ten years, the rate of return on capital employed in Grace's fertilizer 
operations averaged 12 percent—slightly better than the average for all U.S. 
manufacturing industries. These operations are projected to perform at least as well 
over the next ten-year period. 

Forty percent of the world's food supply is directly dependent upon the use of 
commercial fertilizers for its production. Without such use, it would be impossible to 
meet the demands of a world population which is expected to double by the end 
of the century. With the help of fertilizers, yields per acre have increased dramati- 
cally. U.S. corn yields, for example, have gone from an average of 24 bushels per 
acre in 1930 to 86 in 1976—an almost fourfold increase. Wheat yields have more 
than doubled—from an average of 14 bushels per acre in 1930 to 30 in 1976. 

The typical American farmer now feeds not only himself but 55 others. 

The gains in productivity from increased application of fertilizers have resulted 
in significant cost savings for the American consumer. By way of illustration, the 
unit cost of producing corn would be almost 50 percent higher if fertilizer were not 
used. Similarly, the cost of producing wheat would be more than 25 percent higher. 

In addition to benefiting the consumer, the high productivity of the American 
farmer has resulted in record exports of grains and other agricultural products. The 
crop year ending June 30, 1976 produced farm exports totaling $22.15 billion. 

This was enough to put the U.S. balance of payments in the black, since the sum 
of non-agricultural trading activity was a net deficit. Last summer's prolonged dry 


Higher Yields. Yields of corn and wheat are 
greatly increased by the use of Grace's 

Nurish and Nitrex fertilizers. These plant nutri- 
ents—in combination with good soil, a temperate 
climate and a highly developed distribution 
system—make the American farmer the world's 
most efficient supplier of food. 


Superior Genetics. The use of color-coded 
ampules containing superior bull semen is an- 
other way for farmers to upgrade the quality 
of their livestock. This controlled application of 
genetic science is available to owners of 

both dairy and beef cattle. 
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Animal Nutrition. Cattle and swine need 
proper nutrition to grow into healthy animals. 
And Grace products, like Walnut Groves 
feeds, provide the necessary diet from birth to 
slaughter. Farmers use these feeds so that live- 
stock get the protein, drug and mineral additives 
essential to healthy, sustained growth. 


spell in Western Europe, coupled with the crop failure in Russia the year before, 
suggests increased world dependence on U.S. agricultural output. 

Asa major producer of nitrogen and phosphate fertilizers sold under the Nitrex 
and Nurish labels, Grace enjoys a strong raw material position and a superior 
distribution system within the U.S. Capitalizing on these strengths, Grace in 1973 
embarked ona $300 million expansion program which will bring its total capacity to 
some seven million product tons by 1978. The first phase of this program—a 350,000 
ton-per-year urea (a concentrated form of nitrogen) plant in Memphis, Tennessee— 
was completed in November 1975. Three additional expansions will come on- 
stream in 1977. The first—in Bartow, Florida—combines a 2.8 million ton-per-year 
increase in phosphate rock mining capacity with a new 380,000 ton-per-year 
phosphoric acid facility, the latter a partnership with U.S. Steel. Two 1,200 ton-per- 
day anhydrous ammonia plants—one in Woodward, Oklahoma (in which a Grace 
subsidiary has a 50 percent interest) and the other on the Caribbean island of 
Trinidad (in which Grace has a 49 percent interest)—round out the program. 

These expansions are in line with projections by Grace economists of a six 
percent average annual increase in world demand for fertilizer nutrients over the 
next ten years. To help market this new capacity, a 33,000 metric-ton distribution 
and storage terminal has been constructed in Tampa, Florida. Grace now markets 
its products through dealers in 40 states. 

Animal feed supplements and cattle breeding are the other businesses of 
Grace's Agricultural Chemicals Group. Since cattle and pigs require carefully 
balanced diets to induce maximum growth, Grace offers a complete line (including 
4x4, Walgro and Farr) of custom-formulated feed supplements. Mixed with 
conventional grains, these protein, drug and mineral additives promote healthy and 
efficient growth. Sales and income from feed operations in 1976 were up 27 and 
28 percent, respectively. 

Through American Breeders Service (ABS), Grace operates the world's largest 
and most sophisticated program for the genetic improvement of beef and dairy 
cattle. Superior bull semen is preserved in ampules, which are stored in liquid 
nitrogen at a temperature of -320°F. The uniform quality of the ABS product is 
maintained through rigid control standards and an advanced program of genetic 
research. In 1976, ABS had worldwide sales of almost three million ampules. 


Specialty Merchandising. “The Moorings" is 
one of 131 Far West restaurants coast-to-coast 
serving reasonably priced food in congenial 
dining environments. Sheplers, new to Grace 
this year, is a retailer of leisure wear with a 
western motif. Herman’s offers the sports- 
conscious customer a complete selection of 
sporting goods—with expert service to match, 


Mexican Cuisine. The charm and elegance of 
the El Torito restaurant in Westminster, Cali- 
fornia is matched only by the enthusiasm of the 
diners it serves. This restaurant, one of the 
newly acquired El Torito—La Fiesta chain, 
offers the aficionado of Mexican cuisine an 
opportunity to sample dishes ranging from 
tempting tacos to deliciously prepared 


“camarones flores.” 


Consumer Products 


Through internal growth, acquisitions and planned divestments, Grace's Consumer 
sector in 1976 continued to upgrade its product mix by concentrating on three 
basic activities—specialty retailing, restaurants and distribution services. Revenues 
for the year were $1.24 billion. Operating income after taxes, excluding divest- 
ments, amounted to $32.9 million—up 24 percent. 

Grace sought in 1976 to acquire companies which complemented its three 
chosen areas of concentration. This strategy resulted in the purchase of a specialty 
retailer of western wear based in Wichita, Kansas; a chain of Mexican-style res- 
taurants in California; and a retailer of home improvement products in the Southeast. 

Sheplers, a retailer of leisure wear with a western motif, reaches for a consumer 
who generally lives in a town or city—but who is oriented toward a country and 
casual lifestyle. So distinctive is this store's assortment of men's and women's cloth- 
ing, hats, boots, saddles and western jewelry that sales in the past five years have 
climbed an average of 43 percent each year to their present level of $24 million. 
Between 1976 and 1981, Sheplers plans to add at least one new store each year— 
with the first scheduled for Denver, Colorado in April 1977. 

Catering to the growing demand for specialty foods, Grace acquired El Torito- 
la Fiesta Restaurants, Inc., a chain of 23 Mexican-style restaurants based in Marina 
del Rey, California. The chain offers a moderately priced menu of quality Mexican 
food in an attractive dining environment. The popularity of Mexican food in the 
West and Southwest has made FI Torito a leader in the fastest growing segment of 
the restaurant industry. Current plans are to add at least 15 new restaurants by 1979. 

Far West Services was Grace's original entry into the specialty restaurant busi- 
ness in 1970. Since then, the Far West chain has grown from 44 to 131 dinnerhouses, 
coffee shops and riverboat restaurants. Sales have increased at an average rate of 
28 percent each year to their 1976 level of $114 million. The Far West formula 
of family restaurants with quality dining at reasonable prices caters to a change in 
eating habits across the nation. With more women in the work force, a decrease 
in family size and a corresponding increase in disposable income, more families are 
dining out. Since 1970, nationwide restaurant sales have risen at an average rate 
of 13 percent each year—a pace expected to continue through 1980. To serve that 
growing market, Far West plans to continue its vigorous expansion program. 


Shoe Supermart. Rounding out the specialty 
retailing picture is Pix, a chain of 50 self-service 
shoe stores in the South and Southwest. Pix 
customers benefit from a large selection of 
name-brand shoes at bargain prices. 
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Home Improvement. Choosing from the wide 
array of do-it-yourself products that Handy 
City offers homeowners is made easier by 
knowledgeable sales personnel. Handy City, 
achain of 13 stores located in the Southeast, 
became part of Grace in 1976 as specialty 
retailing activities expanded to include the 
rapidly growing home improvement market. 


Handy City, acquired in 1976, sells the homeowner ‘‘do-it-yourself"’ products 
for repair, maintenance and remodeling. It offers one-stop shopping for building 
and plumbing supplies, lumber, paint, electrical products and hardware. With the 
cost of new homes on the upswing—and the high cost of home service repair— 
Handy City in just four years has grown to 13 centers in Florida, Georgia, Louisiana 
and Tennessee. Expanding its stake in the home improvement market, Grace 
purchased the Channel Companies, Inc.—a chain of 32 similar stores located in 
New Jersey and Pennsylvania—in February 1977. 

Growing interest in outdoor recreation and physical fitness has brought the 
need for a new kind of specialty store where the sports-conscious consumer can get 
expert advice and quality products. Herman's World of Sporting Goods answers 
that need. In just six years, Grace has built Herman's into a 51-store network in ten 
states. Herman's offers departmentalized service with experts in every sporting 
goods category—from tennis and golf to fishing and camping. For the middle 
income consumer whom the chain attracts, Herman's is sports shopping made easy. 
In 1976, Herman's opened five new stores and had sales in excess of $120 million. 

Grace's Pix stores have brought new values in shoe retailing to the South and 
Southwest. Pix has created the shoe supermarket where discerning customers can 
shop in a self-service environment for men's and women's footwear at substantial 
savings. Like Grace's other specialty retailing companies, Pix offers the consumer 
an attractive format and depth of selection. In the five years that Grace has man- 
aged the chain, Pix has grown to 50 stores in Florida, Georgia, Texas and Arizona. 

In addition to its specialty retailing and restaurant businesses, Grace operates 
specialized distribution service companies. Grace's Baker & Taylor division is the 
industry leader in the distribution of books and educational products to the nation's 
schools and libraries. Grace is a leading regional wholesaler of toys and hobbies; 
and, under the names Mr. Gasket, Mallory Electric, Appliance Industries and Brooks 
Racing Components (BRC), Grace makes available performance and customized 
parts for domestic'and foreign cars. 

While making good progress in its selected areas of concentration, Grace's 
Consumer group has nearly completed its program of withdrawal from food 
products activities. In the past two years, Grace has sold seven European and 
domestic food products companies. Proceeds from these divestments have been 
redeployed into businesses showing better than average rates of return. 


New Energy Supplies. Finding and developing 
new domestic sources of gas, oil and coal is 


the focus of Grace's effort in Natural Resources. 


The need for these critical materials has 
intensified greatly during the past year, and the 
Company has responded by increasing its 
reserves and stepping up production 
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Natural Resources 


Income from natural resource operations rose sharply in 1976, paced by a strong 
performance in petroleum and natural gas activities. Sales and operating revenues 
totaled $174 million, while operating income after taxes reached a record $16.2 
million, an increase of 76 percent from the prior year. 

Grace has established a substantial natural resource business in the U.S. with 
significant and growing assets in coal, oil and natural gas. These include over 297 
million tons of low-sulphur coal and an estimated 90 million equivalent barrels of 
proved and probable oil and gas reserves. Grace's reserves are the result of an 
intensive effort in the past five years to find and develop new domestic sources 
of energy. 

The continued success of this effort, however, depends largely on federal 
initiatives in the energy field. New incentives are required to encourage domestic 
production and reduce America's dependence on imported oil—which now 
accounts for an unprecedented 42 percent of consumption. These incentives include 
the elimination of restrictive price controls on oil and natural gas—and an end to 
the confusion surrounding the government's attitude toward the production and use 
of coal. f 

Grace supports the development of America's western coal reserves as an 
alternative to further energy imports. As evidence of this commitment, the Colowyo 
Coal Company—a partnership between subsidiaries of Grace and The Hanna 
Mining Company—will begin production in early 1977 at an initial rate of 600,000 
tons per year. Located near Craig, Colorado, the Colowyo mine will produce 
low-sulphur coal—ideally suited to satisfy today's energy needs and, at the same 
time, meet strict EPA standards. Colowyo will reach full-scale production of four 
million tons per year in 1981. Two 20-year sales contracts for Colowyo coal were 
concluded in 1976—one with the City of Colorado Springs and the other with 
Central Power and Light Company of Corpus Christi, Texas. 

In addition to finding and developing new deposits of coal, oil and natural gas, 
Grace's Natural Resources Group has been increasingly active in the growing 
energy service business. Grace's Homco division in Houston, Texas offers such oil 
field services as electric wireline service, pipe inspection, ‘fishing and cutting"’ 
(retrieving objects lodged in wells), and equipment rentals to producers in the field. 


A Oil and Gas Producing Areas 

tw Storage and Transmission Facilities 

"E Oil Field Equipment 

© Contract Drilling—Areas of Concentration 
™ Coal Reserves 

“< Phosphate Rock Reserves 

% Vermiculite Ore Reserves 
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Technical expertise of this caliber extends the productive lifetime of a well—and 
often permits the economic recovery of oil and gas from marginal or previously 
abandoned wells. With the acquisition of the Sabre Drilling Company (three rigs), 
Grace's TRG Drilling Company in Oklahoma City now has 21 active drilling rigs 
engaged in the continuing search for new energy resources. 

Coal, oil, natural gas and energy services—Grace is bringing its financial 
and technological capabilities to bear on these four critical areas of the natural 
resource business. 


Resource Map. Illustrated below is Grace's expanding role in the development 

of domestic raw material reserves. These include energy-related natural resources 
like oil, natural gas and coal. In addition, the Company owns some 300 million 

tons of phosphate rock in central Florida and major concentrations of vermiculite 
ore in Montana, South Carolina and Virginia. Phosphate rock is a key fertilizer 
ingredient. Vermiculite—a lightweight, versatile mineral—is used for construction, 
insulation, fireproofing and a variety of horticultural purposes. These ‘hidden 
assets'’ have a market value today which is far above their book value. 
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Sales and Operating Revenues 1976* 


Europe 21% 


Operating Income After Taxes 1976* 


Europe 13% 


*Excluding Divestment Program 
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Financial and Statistical Review (Restated for poolings of interests) 


International Operations 
The following table provides a geographical breakdown by line of business of sales and operating 
revenues and operating income after taxes in 1976 and 1975: 


Sales and Operating Income 


Operating Revenues After Taxes(2) 
($ millions) 1976 1975 % Change 1976 1975 % Change 
United States 
Chemical . : $1,385 $1,253 11% $109.0 $129.1 (16)% 
Natural Resources . . . 98 95 3 9.0 5.2 73 
Consumer ; 893 796 12 22.7 217 5 
Europe 
Chemical Par 377 363 4 147 12.0 23 
Consumer... ... 4 333 329 1 95 43 121 
Canada, Latin America, 
Far East & Other Areas 
Chemical ...... 199 184 8 17.0 18.0 (6) 
Natural Resources... . . 76 él 25 7 4.0 80 
Consumer .......... 13 10 30 wa 6 17 
Total Operations(!) . . . 3,374 3,091 9 189.8 194.9 (3) 
Divestment Program . . . . 24) 499 — (4.3) 2 _ 
GH ane oem ars $3,615 $3,590 1% $185.5 $195.8 (5)% 


The net investment in Grace's operations outside of the United States was $408.7 million in 1976 and 
$372.1 million in 1975, an increase of $36.6 million, or 9.8%. 


(1) Excludes sales and operating revenues and operating income after taxes of units disposed of and units for which 
provision for loss on future disposal has been recorded. 


(2) Operating Income After Taxes is computed before gains (losses) on disposal of businesses, foreign currency tronsla- 
tlons related to FAS No. 8, allocation of general corporate overhead and general corporate Interest. 


Chemed Corporation 

Chemed Corporation, a 90%-owned consolidated subsidiary of the Company, manufactures and 
sells water treatment and pollution control chemicals, institutional food service cleaning compounds, 
specialized industrial chemicals, and markets medical supplies and diagnostic services. Reported 

sales and operating revenues were $252.3 million for the year 1976, an increase of $32.8 million, or 
14.9% over 1975. Net income was $17.2 million in 1976, an increase of $2.4 million, or 16.2% 

over 1975, 


The following table shows key financial data, as originally reported by Chemed, for the five-year 
period 1972-1976: 


Sales Cash 
& Earnings Dividends 
($ millions except per share) Operating Net Per Per 
Revenues Income Share Share 
Te alae. ee $140.0 $10.4 $1.15 $ 36 
AO ms TU he We eee ea 164.3 123 1.34 A4 
2. ree 194.5 11.3% 1.23 52 
Vee ce BE powers x 219.5 14.8 1.60 58 
Lt ee oe ane : 252.3 17.2 1.85 86!) 


(1) After adoption of LIFO. 
(2) Current annual dividend rate $1.20 per share. 


Chemed's capital stock is traded over-the-counter under the symbol CMED. Copies of the 1976 
Annual Report and Form 10-K are available by writing: George H. Scheper, Vice President and 
Treasurer, Chemed Corporation, 1200 DuBois Tower, Cincinnati, Ohio 45202. 


Working Capital 
Additions to working capital provided by operations amounted to $267.2 million in 1976, compared 
with $311.4 million in 1975, a decrease of $44.2 million, or 14.2%. The major sources included: net 
income; depreciation, depletion and amortization; and deferred income taxes. 

As of December 31, 1976, working capital increased by $52.7 million, or 8.4%, to $679.2 million 
from $626.5 million at the end of the previous year. The Company's current ratio at the end of 1976 
was 2.0:1, compared with 1.9:1 in 1975. 


Capital Expenditures ($ millions) 


$100 


1972 


femme, Copital Expenditures 


1973 


1974 


Working Capital 
Provided by Operations 


1975 


Annual Earnings Per Common and 
Common Equivalent Share 


1976 


1972 


1973 


1974 


1975 


1976 


Capital Expenditures and Net Fixed Assets 

The following table compares 1976 and 1975 capital expenditures and net fixed assets by line of 
business, including those of pooled companies. Net properties and equipment of purchased com- 
panies are included in the year of acquisition. 


Capital Expenditures Net Fixed Assets 


($ millions) 1976 1975 1976 1975 
Chemical 
Bhasin ic ae ay ore er eg ee a $ 42 $ 44 $ 254 $245 
Packaging & Plastics ......... 13 17 104 104 
Agricultural se wes 54 66 254 221 
Total Chemical 109 127 612 570 
Doerr Rrmouricie: «0550.2 ate ees as eslsaehosees 78 118 265 213 
Consumer 
Specialty Merchandising . Bm reels on 12 1 53 50 
Crea AIIM ES ethan tuctasie ta tetera uns 13 120 142 
Total Consumer Sac anc esc 25 43 173 192 
PD Sercae ores eetean etn ere, Clone Teor $212 $288 $1,0. $975 


| 


The geographic breakdown of capital expenditures on plant, properties and equipment in 1976 and 
1975, respectively, were: United States—$183 million and $243 million; Europe—$20 million and 
$38 million; and Canada, Latin America, Far East and Other Areas—$9 million and $7 million. 

Major projects in 1976 included: construction of a glycine plant at Nashua, New Hampshire; 
completion of new sulphuric acid, converted phosphate and phosphate rock beneficiation plants at 
Bartow, Florida; expansion of ammonia production and phosphate rock mining facilities; and the 
purchase of various oil and gas producing properties and equipment. During 1975, expenditures for 
major projects were: construction of a flexible packaging plant at lowa Park, Texas; replacement of 
the urea production facility at Memphis, Tennessee; and the purchase of oil and gas production 
properties and equipment. 

During 1976, Grace expended approximately $16 million for pollution control equipment in new 
and existing plant facilities. Comparative 1975 expenditures were approximately $21 million. 


Employment 
Grace's employees numbered 59,700 at the end of 1976, compared with 62,100 at the end of 1975, a 
decrease of 3.9%, and were geographically located as follows: 


1976 1975 

United States LTE GF ha apes SMaranMs Tetras arava ty em teWaiye taka 41,100 43,100 
Europe ....... wants RCE NE ad ge anya, eGR Te RE seth a eR eee 14,000 14,200 
Canada, Latin America, Far East & Other Areas : Bie Bene arena, Sun ate OD: 4,800 
Total . Eve airaoenep ter Bee eter cao prt irera stance ie 59,700 62,100 


Employment costs in 1976 were $789,159,000 compared with $764,778,000 in 1975, an increase of 3.2%. 


Comparative Quarterly Earnings—Five Years 
The following table compares net income and earnings per common and common equivalent share, 
as restated, for the five-year period 1972-1976 by quarter: 
($ millions except per share) 
Earnings Per Common 


NetIncome Sand Common EquivalentShare 
First Second Third Fourth First Second Third Fourth 
Year Quarter Quarter Quarter Quarter Quarter Quarter Quarter _Quarter 
1972 $ 9.2 $22.8 $25.4 $ 89 $ .28 $ .68 $ 78 $ .28 
|: ae PP 25.6 16.7 26.6 34 78 50 83 
1974 18.1 46.1 42.2 15.0 55 1.41 1.30 45 
1975 i 34.9 83.3 417 10.0 1.07 2.51 1.27 30 
1976 29.2 45.1 29.3 28.3 78 1.22 78 77 
Percent Increase (Decrease) Over Comparable Period of Prior Year 

1973... 5A% 123%  (34.3)% 1989% 36% 147%  (359)% 196.4% 
1974. . 86.6 80.1 152.7 (43.6) 89.7 80.8 160.0 (45.8) 
1975 92.8 80.7 (1.2) (33.3) 94.5 78.0 (2.3) (33.3) 
1976 (16.3) (45.9) (29.7) 183.0 (27.1) (51.4) (38.6) 156.7 
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Cash Dividends on Common Stock 
($ millions) 


1972 1973 1974 1975 1976 


Cash Dividends Paid Per Share 
of Common Stock 


$1.80 


$1.70 


$1.60 


$1.0 | See 


1972 


1973 


1974 1975 
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Stock Price Data—1975/1976 
Principal Market: Common Stock (GRA)—New York Stock Exchange 
Preferred Stocks—Over-the-Counter 


Common Stock Prices—NYSE 


1975 High low Close 
PR SGNNNN oe  onnctes cn ccd 3 $26.375 $22.125 $25.00 

SECOND NUOTIOR. soc e ess one $29.625 $24.50 $27.375 
Third Quarter ...... $29.375 $24.125 $25.00 

DOMMES Ne Fsier ap yale eres ewe $26.75 $23.125 $24.50 

1976 

First Quarter $33.875 $24.25 $29.75 

Second Quarter $30.375 $24.75 $27.625 
Third Quarter $28.75 $25.25 $28.25 

Fourth Quarter $29.50 $26.00 $29.25 


Trading in the three classes of preferred stock was minimal in 1975 and 1976. Bid prices for the 6% 
Preferred Stock ranged between $45 and $49 per share in 1975 and $50 and $65 in 1976. Bid prices 
for the Class A and Class B preferred stocks, when available, were in a range of $63-$65 per share 
in 1975 and $70-$85 in 1976. 


Dividends 
For the years 1975 and 1976, dividends were declared and paid to shareholders of Grace common 
stock, as follows: 


Amount 
1975 Per 
Record Date Payment Date Share 
Pen 26 Sk ee fe Uh | PCR a rao $0.40 
RRA rec cer unncames wee BOI ircce sy crate. a rcripe cvapre abo as shane 6 0.40 
August 13... .. oe Se es reer re eek 0.40 
November 14.............. a ea eee 0.425 
7 Pe: | Pa See eer $1.625 
Amount 
1976 Per 
Record Date Payment Date Share 
Po eS a PEO esientsry a ecteae peas ee $0.425 
MR me aes Mena ID tee eo Sei go Me a 0.425 
August 11. . See ne | a er 0.425 
November 12 ...... December 10. . 0.425 
ARTS NOMS Scere teens ot Sestereres 01 $1.70 


Grace has paid dividends on its common stock since 1934, or 43 consecutive years. 


For the three classes of preferred stock, quarterly dividends were paid on the same dates as common 
stock dividends in 1976 and 1975, as follows: 


Quarterly Annual Rate 

1976 1975 1976 1975 
Preferred ....... . $1.50 $1.50 $6.00 $6.00 
Class A Preferred . 2.00 2.00 8.00 8.00 
Class B Preferred . 2.00 2.00 8.00 8.00 


During 1976 total preferred dividends were $688,000, compared with $697,000 in 1975. 


Dividend Reinvestment Service 
There were 9,200 shareholders of record participating in Grace's Dividend Reinvestment Service 
as of December 1976. At the end of 1975, there were 8,700 shareholders participating in the Service. 
During the year 1976, Grace shareholders reinvested dividends and made supplementary cash 
payments totaling $1,757,514, which purchased 63,748 shares of common stock in the open market 
at an average cost of $27.57 per share. 

The Company has elected to absorb brokerage commissions and bank service fees for all partici- 
pants, thereby providing the Service free of charge to Grace shareholders. 


Selected Resource Statistics—United States and Canada 
December 31, 1976 


Oil and Gas 


Production—1976: 
Crude oil and condensate (including gas liquids and sulphur) . 
RNRRTN So mess ie secant 


Reserve position—proved and probable: 
Crude oil and condensate (including gas — and sulphur) 
SNORE het harass eee ats 


Total reserves of oil and oil equivalents . . . 


Wells and acreage: 
Net producing wells— 
Oil 
Gas .. 
Total 


Producing acreage— 
Gross 
Net . 


Contract drilling rigs... . 


Oil field service locations . 


Voyager Petroleums Ltd. (Canada): 
Grace minority interest . 
Gas reserves (100% basis) 


Coal Reserves 


Total production of oil ond oil raqaivelonte (10 MCF gas = 1 Bbl) .... 


Western—low-sulphur steam (Grace interest is 50%) 
Surface mineable ...... eer 
Underground 


Eastern—low-sulphur metallurgical/steam (Grace interest is 80%) 
Total coal reserves 


Vermiculite Ore 


3.2 million barrels 
25.3 billion cubic feet 


5.7 million barrels 


46.3 million barrels 
440.2 billion cubic feet 


90.3 million barrels 


23% 
385 billion cubic feet 


165 million tons 
100 
265 
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297 million tons 


Current annual mining rate 
Estimated life of reserves at current mining rate 


Phosphate Rock 


345 thousand tons 
50 years 


Reserves—Central Florida 
Primary . 
Secondary 

Total 


Projected annual mining rate 
Estimated life of reserves at projected mining rate , 


Form 10-K Information 


186 million tons 
114 


300 million tons 


6 million tons 
50 years 


The Form 10-K Annual Report for 1976 as filed by the Company with the Securities and Exchange 


Commission is available to any Grace shareholder without charge. 


Write: James G. Stier, Director of Investor and Shareholder Relations, W. R. Grace & Co., Grace 


Plaza, 1114 Avenue of the Americas, New York, New York 10036 
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Unaudited Summary of Quarterly Results 
The following interim information has not been audited and accordingly the independent accountants 
express no opinion thereon; however, 1976 data was reviewed by them in accordance with pro- 

fessional auditing standards which became effective in 1976. 


(dollar amounts in millions 
except per share) 

1976 

Sales . Pee 
Costs and expenses, net 
Effect of FAS No. 812) : 
Gains (losses) on disposal of businesses 
Income before taxes 

Provision for taxes 


Net income 


Earnings per common and common 
equivalent share: 
Income before effect of FAS No. 8 
and disposal of businesses 
Effect of FAS No. 8 
Effect of disposal of businesses 
Earnings per common and common 
equivalent share 


Earnings per common share assuming 


Seal NOG srs aia Sages Sea 


1975") 


SOREN Goode cng omega qa oe ae 

Costs and expenses, net . . . 
EffactiofFAS'No.8@ . ooo. 
Gains (losses) on disposal of businesses 
Income before taxes . 
Provision for taxes 


Net income 


Earnings per common and common 
equivalent share: 
Income before effect of FAS No. 8 
and disposal of businesses 
Effect of FAS No.8... P 
Effect of disposal of businesses 
Earnings per common and common 
equivalent share 


Earnings per common share assuming 
full dilution 


First Second Third Fourth Full 
Quarter!) Quarter") Quarter") Quarter Year 
$807.2 $934.9 $867.0 $1,006.1 $3,615.2 
(758.1) (844.9) (813.7) (943.0) (3,359.7) 
4 (3.6) (.6) (.2) (3.5) 

- - 46 (3.8) 8 
50.0 86.4 S73 59.1 252.8 
(20.8) (41.3) (28.0) (30.8) (120.9) 

$ 29.2 $ 45.1 29.3 $ 283 $ 131.9 
$ 76 $ 1.30 $ 72 $ 80 $ 3.58 
02 (.08) (.03) - (.09) 

= _ 09 (.03) 06 

$ 78 S29 $ 78 $ 77 $ 3.55 
$ 73 $1.11 $ 73 $ 70 $. 327 
$868.0 $936.7 $851.7 $- 9335 $3,589.9 
(807.0) (850.8) (792.0) (863.9) (3,313.7) 
3.5 33 79 (6.8) 79 

- 477 53 (26.6) 26.4 
64.5 136.9 72.9 36.2 310.5 
(29.6) (53.6) (31.2) (26.2) (140.6) 

$ 34.9 $ 83.3 $ 417 $ 10.0 $ 169.9 
$ .96 $ 1.35 $ % ars | $ 415 
AW 10 24 (.21) 24 

- 1.06 10 (.40) 76 

$ 1.07 $ 2.51 $ 1.27 $ 30 $ 5.15 
$ 97 $ 2.23 $ 1.15 $ 30 $ 4.65 


(1) Restated for business combinations accounted for as poolings of interests. 


(2) In 1975, the Company adopted an accounting standard (FAS No. 8) which changed the method 
of translating foreign currency transactions and foreign currency financial statements. 


Discussion of Replacement Costs 


During 1976 the Securities and Exchange Commission issued a requirement that will cause most major, 
publicly held companies to provide certain unaudited replacement cost data as a supplement to the 
financial statements which they file with the Commission. This requirement was designed to enable 
investors to obtain additional information as to the effects of an inflationary economy on a business 
enterprise. Since this new requirement applies to Grace, and since replacement cost disclosure has 
been the subject of widespread interest in the financial community, we believe the following 
comments of an explanatory and precautionary nature are appropriate. 


The replacement cost information required by the Commission has not been, and may never be, 
adopted by the Financial Accounting Standards Board as being in accordance with “generally 
accepted accounting principles.” 


The required information is limited in scope. It includes only the replacement costs of inventories 

and certain fixed assets, together with their related effect on the cost of goods sold and depreciation 
expense. Neither the going concern value of a business generated by years of successful operations 
nor the favorable effect on shareholders’ equity of the theoretical "gains" resulting from the 
increasing values of a company's existing physical assets are part of the required disclosures. 


No credit is given in the computations for the fact that for many companies, including Grace, the 
after-tax cost of interest on long-term debt will have been largely or entirely offset by inflation. 


Implicit in the new disclosure requirement is the hypothesis that a company would replace all of its 
fixed assets and inventories as of the most recent balance sheet date. In actuality, such assets are, 

of course, replaced over a period of time as physical and economic conditions warrant. Furthermore, 
no consideration is given to the fact that a company might plan substantial expansion in certain 
rapidly growing business segments. For these reasons Grace's actual capital requirements in the 
future will bear little relationship to the replacement costs which we are required to report to the 
Commission. 


The differentials reported between depreciation expense and cost of goods sold on a historical cost 
basis versus comparable data on a replacement cost basis will not have any effect whatsoever on 
existing or future cash flows, nor are they deductible under current tax statutes. Furthermore, they do 
not necessarily infer specific increases in future operating costs. 


Taken by itself, the required information makes no allowance for the customary relationship between 
cost increases and changes in selling prices. Over many years, the majority of Grace's businesses 
have demonstrated their ability to maintain profit margins and, competitive conditions permitting, the 
Company expects to continue to modify selling prices as required to maintain margins and profit- 
ability in the future. 


The new requirements do not specify uniform procedures for the development of replacement cost 
information. A number of different methods will undoubtedly be used—resulting in information which 
will not be comparable even among companies in the same industry. Comparisons, therefore, should 
be made with caution. 


In the absence of specific computational guidelines and in order to substantiate the reasonableness of 
the required information, Grace engaged The American Appraisal Company to review and certify 
the replacement cost information on productive capacity. Its certificate, together with the required 
information as to year-end 1976 replacement costs of inventories and productive capacity and the 
approximate effect such costs would have had for the year on cost of goods sold and depreciation 
expense, are contained in the Company's Annual Report on Form 10-K filed with the Commission. 


The Company believes that the shareholders would be interested to know that over 13,000 hours of 
effort were expended in planning, collecting, summarizing and reviewing the replacement cost data. 
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Financial Data by Line of Business 1972-1976 W. R. Grace & Co. and Subsidiary Companies 
($ millions—restated) 


Total Divest- 


Natural Opera- ment 
Chemical Resources Consumer tions Program’) Grace 
Specialty Specialty 
Packaging Total Merchan- Consumer Total 

Industrial & Plastics Agricultural Chemical dising Services. + Consumer Total 
Sales and Operating Revenues 
1972 $ 583 $ 236 $ 283 $1,102 $ 81 $120 $ 500 $ 620 $1,803 $ 595 $2,398 
1973 690 284 363 1,337 86 176 611 787 2,210 675 2,885 
1974 895 350 504 1,749 156 244 746 990 2,895 653 3,548 
1975 933 352 515 1,800 156 304 831 1,135 3,091 499 3,590 
1976 1,084 408 469 1,961 174 354 885 1,239 3,374 241 3,615 
Average Annual % Growth Rate 
1972-1976 16.8% 14.7% 13.5% 15.5% 21.1% 31.1% 15.3% 18.9% 17.0% - 10.8% 
Operating Income after Taxes") 
1972 $ 377 $10.5 $12.1 $ 60.3 $ 22 $ 62 $17.1 $ 23.3 $ 85.8 $ 25 $ 88.3 
1973 47.4 17.0 25.8 90.2 46 | 18.9 26.0 120.8 38 124.6 
1974 55.4 26.1 82.1 163.6 14.3 8.2 18.3 26.5 204.4 (4.3) 200.1 
1975 574 20.3 81.4 159.1 9.213) 12.0 14.6 26.6 194.9 4 195.8 
1976 78.1 28.0 34.6 140.7 16.203) 14.5 18.4 32.9 189.8 (4.3) 185.5 
Average Annual % Growth Rate 
1972-1976 20.0% 278% 30.0% 23.6% 64.7% 23.7% 1.8% 9.0% 22.0% - 20.4% 
Sales and Operating Revenues 
Percent of Total Operations 
1972 32% 13% 16% 61% 5% 6% 28% 34% 100% 
1973 31 13 16 60 4 8 28 36 100 
1974 31 12 18 él $ 8 26 34 100 
1975 30 an] 17 58 § 10 27 37 100 
1976 32 12 14 58 5 i 26 37 100 
Operating Income after Taxes 
Percent of Total Operations 
1972 44%, 12% 14% 70% 3% 7% 20% 27% 100% 
1973 39 14 22 75 4 6 15 21 100 
1974 27 13 40 80 7 4 9 13 100 
1975 29 10 42 81 5 6 8 14 100 
1976 4] 15 18 74 3 8 bd 17 100 


(1) Operating Income after Taxes Is computed before gains (losses) on disposal of businesses, extraordinary items, foreign currency translation related to FAS No. 8 and 
allocation of general corporate overhead and general corporate Interest. For this table, taxes are computed substantially on a separate return basis for each subsidiary and 
each division of the Company. In the case of each U.S. subsidiary and division, benefits for all generated investment tax credits and operating losses, if any, are 
recognized currently. 


(2) Represents the sales and operating revenues and operating Income after taxes of units disposed of and units for which provision for loss on future disposal has been recorded, 


(3) After provisions of $7.0 and $7.5 for 1975 and 1976, respectively, for deferred taxes related to Intangible drilling and development costs. 
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Lines of Business 


Major Products/Services 


Typical End Uses/ Markets 


Industrial 


Packaging & Plastics 


Agricultural 


Battery separators 
Catalysts 


Chelating agents 


Cleaning compounds 
Concrete admixtures; water- 
proofing, fireproofing and 
insulating materials 
Corrosion inhibitors; sludge 
dispersants; scale removers 
Dental/medical supplies 
and equipment 
Molecular sieves 
Plasticizers 
Pollution control chemicals 
Polyester resins 
Polymer-fiber printing materials 
Sealing compounds 
Silica gel 
Soil mixes and conditioners 
Synthetic lubricants 


Rigid containers 
Shrinkable films and pouches 
Vinyl film and sheet 


Bull semen 

Feed supplements 
Fertilizers 
Pesticides 


Automotive storage batteries 
Crude oil cracking; 
automobile exhaust systems 
Detergents; fertilizer additives; 
industrial processes 
Industrial and institutional maintenance 
Construction and building trades 


Industrial and municipal water treatment 
Health care industries 


Purification and drying of gases and liquids 
Flexible plastics 

Waste and water treatment 

Molded fiberglass reinforcement 

Offset and textile printing blankets 
Container sealants 

Adsorbents for foods and pharmaceuticals 
Plant nurseries and home gardening 

Jet engine fluids 


Cases for hand tools and typewriters 
Flexible packaging for food 
Wallcoverings and upholstery 


Artificial insemination 
livestock nutrition 
Crop nutrition 

Plant disease control 


Natural Resources 


Coal; natural gas; oil 

Contract drilling; tools and 
equipment; storage and 
transmission 


Generation of energy 
Oil field services 


Consumer Products 


Specialty Merchandising 


Consumer Services 


Far West Services/El Torito- 
La Fiesta 

Handy City 

Herman's World of 
Sporting Goods 

Pix of America 

Sheplers 


Automotive specialties 


Baker & Taylor 
Cocoa and pasta 
Land development 
Specialty textiles 
Toy distribution 


Restaurants 


Home improvement centers 
Sports equipment and apparel 


Shoe outlets 
Leisure and western wear retailing 


Performance and customizing 
equipment 
Book distribution and educational services 
Packaged foods 
Real estate 
Home furnishings 
Wholesaling operations 


Sales and Operating Revenues Operating Income After Taxes 


{$ millions) ($ millions) 
E ae 
$2,885 
$2,398 


1972 1973 1974 1975 1976 1972 1973 1974 1975 1976 


Shareholders’ Equity 
Per Common Share 


1972 1973 1974 1975 1976 


Long-Term Debt and Total Capital 
($ millions) Percent Debt to Total Capital 


an ei 
$1,355 


pa a 
41.3% beet 
a 37.6% 


1972 1973 1974 1975 1976 1972 1973 1974 1975 1976 


GE Long-Term Debt NN" Total Capital 
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W. R. Grace & Co. and Subsidiary Companies 


Principles of Consolidation: 


Translation of Foreign Currency 
Transactions and Foreign Currency 
Financial Statements: 


Marketable Equity Securities: 


Inventories: 


Properties and Equipment 
and Related Depreciation: 


Goodwill: 


Deferred Revenue from Future 
Natural Resource Production: 


Income Taxes: 


Earnings Per Share: 


Pension Plans: 


Audit Committee of the 
Board of Directors: 


Summary of Significant Accounting and Financial Reporting Policies 


The consolidated financial statements include the accounts of the Company and all majority owned 
and controlled domestic and foreign subsidiary companies after elimination of significant inter- 
company transactions. Investments in partnerships and less than majority owned companies are 
carried at cost adjusted for subsequent changes in equity, after elimination of the Company's 
proportionate share of significant intercompany transactions. 


Assets and liabilities of the Company's foreign subsidiaries representing cash and amounts receivable 
and payable are translated into U.S. dollars at rates of exchange existing at the end of the period. 

All other net assets are translated at rates prevailing at transaction dates (historical rates). Foreign 
currency statements of income are translated at weighted average exchange rates prevailing 
during the period except that historical rates are used to translate components of income and expense 
related to those net assets translated using historical rates. Foreign exchange gains or losses, 
including those resulting from translation of forward exchange contracts, are included in net income 
currently. 


Marketable equity security portfolios (current and noncurrent) are carried at the lower of aggregate 
cost or market value. Valuation allowances adjust aggregate cost to market value when market 
value is less than aggregate cost. 


Inventories are stated at the lower of cost or market. Due to the diversified nature of the Company's 
operations, several methods of determining cost are used including first-in, first-out, average cost, 
retail and for substantially all chemical operations in the United States, the last-in, first-out method. 
Market value for raw and packaging materials is based on current costs and, for other inventory 
classifications, on net realizable value. 


Depreciation of properties and equipment is generally computed using the straight line method over 
the estimated useful lives of assets. Intangible drilling and development costs are capitalized only for 
productive wells and subsequently amortized on the unit of production method. Depletion of mineral 
and oil producing properties is also provided on the unit of production method. Expenditures for 
maintenance, repairs, renewals and betterments that do not significantly extend useful lives of assets 
are charged to income as incurred, Cost of property retired or sold and related accumulated 
depreciation is removed from the accounts, and any resulting gain or loss is reflected in income 
currently. 


Goodwill arises from business combinations which, for accounting purposes, have been treated as 
purchase transactions and is amortized using the straight line method over various estimated useful 
lives not exceeding forty years. 


Revenues received from sales of natural resources in advance of production are deferred and 
recognized, net of financing costs, when the products are shipped. Repayments are made only from 
proceeds generated by sale of dedicated production. 


Tax effects of transactions are recognized when they enter into the determination of net income. 
Deferred income taxes are provided for depreciation, intangible drilling and development costs and 
other significant timing differences reported for tax purposes in different periods than for financial 
accounting purposes. Investment tax credits are applied as a reduction of the current tax provision. 


Earnings per common and common equivalent share are computed on the basis of the weighted 
average number of common shares outstanding during the respective periods, including equivalent 
shares related to business combinations and dilutive stock options (with applicable proceeds used 

to purchase treasury stock) and after deducting dividends paid on preferred stocks. Earnings per 
common share assuming full dilution are computed based on the further assumptions that convertible 
debt obligations were converted at the beginning of the period (with applicable reduction in 
interest expense, net of tax) and additional contingent shares were issued for business combinations. 


Substantially all full time employees are covered under various funded and unfunded domestic and 
foreign pension plans including prevailing social law plans. Costs are provided by current funding 
and are actuarially computed principally using the aggregate cost method under which all unfunded 
prior service costs are amortized over the remaining service lives of participants. 


The Audit Committee, comprised of directors who are not officers or employees of the Company, 
meets periodically during the year with senior financial officers, internal auditors and independent 
accountants to review accounting, auditing and financial reporting matters. 


W. R. Grace & Co. and Subsidiary Companies 


Consolidated Statement of Income 


In Thousands (except amounts per share) 


Sales and operating revenues... 2.2... 2.1 eee eee 
Dividends, interest and other income ............0005- 


Equity in earnings of partnerships and less than majority owned 
companies (dividends received 1976—$2,280; 1975—$1,689) 


Cost of goods sold and operating expenses............- 
Selling, general and administrative expenses ...........-. 
Depreciction'cnd:depletion™. .-.. 26.6 nne ae cae ese te 
Research and development expenses .............---- 
NCMRAS GN al tin ats 900) eel ae Pe ee a ee 
Net foreign exchange gains ...........-....20005- 
Net gains on disposal of businesses... ..........-.04- 


Income applicable to minority shareholders ...........----+ 


scan Herne WOU ss oc e es ches, fais eet eels wistaate aetna 
U.S. and foreign income taxes .. 2... eee ee 
TAMRON = ce ace < sats Peale peels ath teh, a 
Net income per common and common equivalent share . 


Net income per common share assuming full dilution... ..... 


Average number of shares: 


Common and common equivalent. .........-.-..555 


Aaa: EN CMMI. reves 5 oar Seka oa 


*Restated for poolings of interests and reclassified. 


The Summary, page 35, and the Notes to Financial Statements, pages 40 to 45, are integral 


parts of this statement. 


1976 1975* 
$ 3,615,153 $ 3,589,870 
19,951 18,469 
(707) 2,247 
3,634,397 3,610,586 
2,520,720 2,469,004 
672,601 670,636 
107,322 96,550 
28,280 27,884 
59,086 68,465 
(5,849) (8,897) 
(810) (26,370) 

217 2,808 
3,381,567 3,300,080 
252,830 310,506 
120,948 140,608 
$ 131,882 $ 169,898 
$ 355 $ 5.15 
$ 327 $ 4.465 
36,982 32,870 
41,601 37,503 


W. R. Grace & Co. and Subsidiary Companies 


Consolidated Statement of Changes in Financial Position 


In Thousands 


Financial Resources Provided by: 

PEA eo ORI wo, ours co-planar ee ae ae 
Depreciation, depletion and amortization ................. 
Getarrad WcOme SIRE 55 SS ck cena 
Income applicable to minority shareholders .............-.. 


Equity in unremitted earnings of partnerships and less than majority 
owned companies ..... RE eo, of Re ey Per ara = See 


Working capital provided by operations ................ 
Common tack gikemtoed oo 25. oe ee es 
SIGACE CHONG NEM GOR onc ct eae ota aaa he 
Increase in deferred revenue from future natural resource production 


Disposal of properties and investments ................... 


Financial Resources Used for: 
ee el Oe” ae se a, Se eee ee a ers 
CE Rs fos ce nape cee 


Investments in and advances to partnerships and less than majority 
owned companies SWatonar Arts GUM etn Padi em srreeq gc OME 


Reduction in deferred revenue from future natural resource 
production ....... Staaten Ser edast Hes Sega eae 


Retirement and repayment of longtermdebt................ 
Working capital of divested businesses... ............00% 


ber Woneactone. Obes ets. 6 cache on Feccebani. 


Increase in: Working Capital 2. ..08% rite ek ce ws 
Analysis of Changes in Components of Working Capital: 

Cash and marketable securities... 2.2.2.2... cece eee 
Commoristock subseibed woot soe on tes bs ae kt ee 
Notes and accounts receivable, less allowances. ............ 
IVGNM NMS Scotia ec ears ots aa Mala se) apie hms bo Oe imsnelte gneiig dua eueceve 
PEMA SONOCTIONG: SDE rN ON gla ere ge OE a 
US) Gnd sOrelgn inCOme 1ONeS: < scscsh ec hos FS oo kee Ee 


Other components of working capital OPE a Seng eS TEE SP aT ar'p.e 


*Restated for poolings of interests and reclassified. 


1976 


$ 131,882 
116,484 
15,625 

217 


__2987 
267,195 


179,260 
29,178 
475,633 


212,096 
61,620 


56,135 


18,524 
56,848 

9,425 

8,276 
422,924 

$ 52,709 


$ = 127,627 
(104,000) 
14,632 
30,593 
46,855 
(20,339) 
(35,155) 
(7,504) 


$ 


1975* 


169,898 
107,186 
32,063 
2,808 


(558) 


311,397 


104,000 
105,262 
10,000 
85,815 


__616,474 


288,199 
51,412 


30,165 


12,103 
134,378 
29,318 
5,718 


551,293 


$ 


$ 


$65,181 


(57,244) 
104,000 
(31,047) 
(100,603) 
40,949 
75,819 
26,817 
6,490 


$ 52,709 $ 65,181 


The Summary, page 35, and the Notes to Financial Statements, pages 40 to 45, are integral 


parts of this statement. 
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W. R. Grace & Co. and Subsidiary Companies 


Assets 


Liabilities 


Shareholders’ Equity 


Consolidated Balance Sheet 


In Thousands December 31, 


Current Assets 


Cash, including time deposits of $112,900 (1975—$26,866) ..... 
Common sivckamecibed 5 So ose d ask 4 wee 


PACTERGICNG COCUTE NIB ines erarcery term ene yn temrererdeur eine tas Ts 


Notes and accounts receivable: 
Trade, less allowances of $13,970 (1975—$13,753) 


Other, less allowances of $3,398 (1975—$2,927) .......... 
venting ex.s sie euiats aan Waetecas wee OS. Wem au vie ove 
DEA PAROS 8 or 5 Sy cms etre iene: ieee ss tates mnesdiaie) es 


Waheed Cervqnt Man Os. .o25. 2108 oleae etree XN a ee 


Other Assets 


Investments in and advances to partnerships and less than 


majority owned companies .... 2.0... 0.00000 eee 


Long term receivables and other assets...............-. 


Goodwill, less amortization of $13,822 (1975—$14,392) 


ROUCUR ME ESOS <5 fairer sro canine ts 5 xy tera Ge) dorsi Ah 


Properties and Equipment, at cost less accumulated depreciation 


and depletion of $694,382 (1975—$620,997) 


Current Liabilities 


Loans payable . . . SS So ees oe ee aes 


Long term debt due within one year ............... 


Accounts payable ....... Ran) Syetirank sale Wy wean 
U.S. and foreign income taxes Se guia He Ghcihy ota ay ees 
Other current liabilities . . . snpaioa nade Ranier eas SG kale 

Total Current Liabilities 9. ................. 


DsterradinGOMG IOES ris ot nee ca ke ie we ea 


Deferred revenue from future natural resource production 


Foreign social law obligations and other noncurrent liabilities . . 
long term debt ........ Suave ey avcucccarerim air «5 aot eee 


Equity of minority shareholders in consolidated subsidiaries . . . 


(per accompanying statement) 


*Restated for poolings of interests and reclassified. 


1976 1975* 

$ 131,007 $ 57,917 
- 104,000 
101,035 46,498 
460,891 419,796 
36,851 63,314 
616,552 585,959 
30,671 32,287 
1,377,007 ‘1,309,771 
136,639 83,825 
117,420 100,610 
74,461 81,120 
328,520 265,555 
1,050,335 __ 975,315 
$ 120,494 $ 111,994 
39,894 95,249 
315,602 295,263 
106,091 70,936 
115,726 109,838 
697,807 683,280 
107,135 92,991 
29,373 47,897 
55,729 49,846 
694,793 575,251 
15,683 16,318 
1,600,520 1,465,583 
1,155,342 1,085,058 
$2,755,862 $2,550,641 


The Summary, page 35, and the Notes to Financial Statements, pages 40 to 45, are integral 


parts of this statement. 


W.R. Grace & Co. and Subsidiary Companies Consolidated Statement of Shareholders’ Equity 


In Thousands (except per share) 


Balance at January 1, 1975, as reported 


Adjustment for businesses combined in poolings of 
interests transactions in 1976............ 
Balance at January 1, 1975, as restated . 
Net income for the year 1975... .......-..-.000005 
Common stock subscribed Facet Pao % Soe 
Business combinations chet eee 


EXOIclse GEAOCWOMNONE ew ca ens nrere a so fae ts s 
Purchase of preferred stocks ...... 
OME anere 


Dividends paid: 


Preferred . . Sapiorachey ante CPCI Cac ate yeh Sarees 
Common ($1.625 per share) . . + a 


Pooled company prior to combination with the Company 


Balance at December31,1975.............. 
Net income for the year 1976 


Net unrealized loss on investment in noncurrent marketable 
equity securities . - CAS pe? obey SRA gM RAP AA 
BOSMOUS COMMUNE M086 cite Geir ees a acto gaara 
Exercise of stock options 
CMO orien < Sars es 


Dividends paid: 


Lk «ee Beat bee Se ee ne 


Common ($1.70 per share) 
Balance at December 31, 1976 


*Restated for poolings of interests and reclassified. 


The Summary, page 35, and the Notes to Financial Statements, pages 40 to 45, are integral 


parts of this statement. 


Years Ended December 31, 1975* and 1976 


Preferred Common Paid in Retained 

Stocks Stock Capital Earnings Total 
$9,387 $30,996 $240,576 $565,986 $ 846,945 
- 1,623 124 5,012 6,759 
9,387 32,619 240,700 570,998 853,704 
- = = 169,898 169,898 

= 4,000 100,000 - 104,000 

= 262 8,659 ~ 8,921 

= 18 390 - 408 
(146) - 51 — (95) 
= — (366) _ (366) 
- ad - (697) (697) 
> = = (50,654) (50,654) 
- - - (61) (61) 
9,241 36,899 349,434 689,484 1,085,058 
2 = a 131,882 131,882 
_ - (1,120) (1,120) 

- § 649 - 654 

- 16 404 _ 420 

- 3 65 = 68 

- - — (688) (688) 

- _ a (60,932) (60,932) 
$9,241 $36,923 $350,552 $758,626 $1,155,342 
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W.R. Grace & Co. and Subsidiary Companies 


Note 1—Marketable Equity Securities: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


(The Summary of Significant Accounting and Financial Reporting Policies, page 35, is an integral part 


of the financial statements and notes thereto.) 


Current marketable securities are carried at cost which approximates market except that equity 
securities at a cost of $17,532 have been reduced by a valuation allowance of $1,116 (1975—$3,037) 
to adjust their carrying value to approximate market. The noncurrent portfolio of marketable equity 
securities is included in noncurrent assets at a cost of $15,175 (1975—$9,579) which has been 
reduced in 1976 by a valuation allowance of $1,663 that, net of applicable taxes, has been charged 


to shareholders’ equity (1975—None). 


In 1976, there were no gains realized on the sale of marketable equity securities (1975—$675). 
Aggregate unrealized gains and losses related to marketable equity securities in the portfolios at 


December 31, 1976, are as follows: 


Gains Losses 
UE aera ae ete ec ee ee eR Tet eee ee en $ - $ 1,116 
SL 11 Sale Rpt OTE PETER N En 7B DOERR EE tc Ware a $ 762 $ 2,425 
December 31, 
Inventories 1976 1975* 
Ren cine! DOCKGGWE MIGHOHONS. 205 can sics. capcrane covets astereca my ecaem Ooue $ 131,145 $ 130,234 
In process ... SPOT Se a he erat tr ay BTR TGR nf acanna a 44810 41,646 
ic ails Tes Te Seagull aaa Ie apie 2 Sa ee rn Pape = Re 221,629 205,868 
SENATE PERCE 5 ors 2 kre oe Se Re OI ale a 0 wl BR's 148,624 135,193 
Real estate development properties ............-.-.-.--0255 70,344 73,018 
$ 616,552 $ 585,959 
At December 31, 1976, inventories valued using the last-in, first-out 
method amounted to $92,267 (1975—$104,436) which was approximately 
$55,672 (1975—$45,123) less than current value. 
Properties and Equipment 
land PEE re TO Coe RO ET eo $ 81,298 $ 80,811 
CNSR N ALE IOS TS viceak oe Sra nT as ircra cosas Hots ee noes 275,247 209,838 
ORANGE. ag oF 8 sha. dacs Se hg MERGE A REE CER REESE 326,715 322,492 
Machinery, equipment and other... 6... eee 1,004,226 892,627 
Projects-Under CONSHUCHON 2.505% G Sis ees s ee oe HE aie we 57,231 90,544 
1,744,717 1,596,312 
Accumulated depreciation and depletion ..............-+06- (694,382) (620,997) 
$1,050,335 $ 975,315 


*Restated. 


————— 


W. R. Grace & Co. and Subsidiary Companies 


Note 2—Investments in and Advances 
to Partnerships and Less Than 
Majority Owned Companies: 


Note 3—U.S. and 
Foreign Income Taxes: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


The Company has 50% interests in partnerships for developing certain coal properties and 
manufacturing phosphoric acid and ammonia, which are expected to begin operations in 1977. 
In addition, the Company has investments in less than majority owned companies, principally a 50% 
interest in a pulp and paper manufacturing company in Colombia and a 49% interest in an ammonia 
plant operation presently under construction in Trinidad. 

A summary of the financial position of these partnerships and less than majority owned companies 
is set forth below: 


1976 1975 
SCHIME RISAINS: eco 17 ress. ited xc otrste: rae eue teas fin teharetno Mae aie ature ae Ooo $334,831 $143,205 
cme eager et cere nic al tn ical ats aii a ndorm 2 i 143,506 36,535 
Net assets of these partnerships and less than majority owned companies . 191,325 106,670 
Interests of other partners and shareholders .............-.-0055 (69,582) (35,473) 
Company’ s:Gcmly ONC OOVONCES hs ce a tee esis Oe 121,743 71,197 
Investments in and advances to other less than majority owned 
ee oe [ley Sean PM OR, Caos eves Seg eee ara 14,896 12,628 


The provision for U.S. and foreign income taxes is comprised of the following: 


1976 1975* 


Current: 
U.S. Federal Bree cma rae iriaks EA ars oun a ae a eS $ 28897 $ 54,347 
ED Sea OAN Iie cer vente Restores co 21 ier: talon cis even ay ows wal pW. Obes erences 6,857 7,614 
Foreign .ueee x Listes Pant ng San Ti ROMO RACER i lg. CATS 69,569 46,584 
Deferred: 
U.S. Federal ... RACES siticte hMEMCM nar ets (1G) erie ont Tare 16,184 25,077 
Foreign %3 eng ear R ge Pe eT er te PETS (559) 6,986 


$ 120,948 $ 140,608 


The effective tax rate of 47.8% (1975—45.3%) differs from the present statutory U.S. Federal income 
tax rate of 48% due to the inclusion of the following: 


1976 1975* 
se ee Ge. ween ERR ane ety Seer Ore eee ae 48.0% 48.0% 
Increase (decrease) in tax resulting from: 
eT fi Soo aire pediannner seyret ec iraee Hire ata ie oe (6.4) (3.6) 
Na COPNG GUIS OF NOSES er. ee ares Fle oh eee Ses | (1.6) 
Foreign taxes in excess of U.S. Feder fax rate... 5 ah 69 14 
Percentage depletion on mineral properties Satter orate te Senievas et RES (1.3) (1.3) 
State income taxes (net of U.S. Federal tax benefit) ........... 1.4 1.2 
Unrealized foreign exchange ......... 0.00000 c eee eee 6 (1.3) 
NOME ter nee Pere Air emg: arene mere as Aull (1.7) 2.5 
47.8% 45.3% 
*Restated. 


The Internal Revenue Service has completed examinations of consolidated U.S. Federal income 
tax returns of the Company and its domestic subsidiaries for 1971 and prior years. Investment tax 
credits reduced the 1976 current tax provision by $16,105 (1975—$10,910). Additional foreign 
and United States taxes might become payable if undistributed earnings of foreign subsidiaries 
were to be paid as dividends, but such taxes, if any, have not been fully provided since a substantial 
portion of such earnings has been or will be reinvested for an indefinite period of time. The amount 
of unremitted earnings of foreign subsidiaries at December 31, 1976 is $182,000. 
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W. R. Grace & Co. and Subsidiary Companies 


Note 4—Deferred Revenue from 
Future Natural Resource Production: 


Note 5—Capital Stock: 
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Notes to Financial Statements 
(dollar amounts in thousands except per share) 


Interest Years of December 31, 

Long Term Debt Rates Maturity 1976 1975* 
W. R. Grace & Co. 

Promissory notes (1) (5). 7.54% 1976-96 $401,364 $270,586 

Revolving term loan (2) ............ prime - - 50,000 

Subordinate debentures (3) hog 6.5 1982-96 99,925 100,000 

Subordinate debentures (4) .......... 4.25 1976-90 53,423 59,575 

Sundry indebtedness (5)............ 7.83 1976-98 93,265 85,126 

Debentures...... oe eet $75 1976-80 8,814 10,893 

eee a | a ce ae re § 1976-86 13,636 14,996 

670,427 591,176 

Subsidiary companies (5) 

W. R. Grace Land Corporation (6) . 8.7 1976-2007 35,197 42,436 

[Oo eS cet NS CEC i Ho ie eatery 6.5 1976-95 29,063 36,888 


(1) In 1976, the Company issued $142,000 in senior notes payable to a number of U.S. insurance 
companies, These 91/4% notes mature in twenty years and are payable in equal annual installments 
commencing in 1982. 
(2) Cancelled in 1976. 
(3) Convertible into one share of common stock for each $29,625 principal amount. 
(4) Convertible into one share of common stock for each $57.32 principal amount. 
(5) Weighted average interest rates. 
(6) Secured solely by real estate development properties. 
*Restated. 


In 1975 and prior years, the Company received proceeds from sales of natural resources in advance 
of production. In 1976, $18,524 (1975—$12,103) was repaid from proceeds generated by sales of 

a portion of production from certain dedicated properties or were prepaid under terms of produc- 
tion payment agreements. Associated financing costs in 1976 were $3,266 (1975—$4,528). It is 
currently estimated that these production payments will be liquidated by 1979. 


The preferred stocks ($100 par) authorized, issued and outstanding at December 31, 1976 and 
1975 are: 


Shares Par Value of 

Authorized Shares 

and Issued In Treasury Outstanding 

SUC UNONMRIED So ce en, ss are See Sc 40,000 14,298 $2,570 
8% Cumulative Class A (2) 50,000 15,089 3,491 
8% Noncumulative Class B (2)... 2.0.5. 40,000 8,204 3,180 
$9,241 


(1) Eighty votes per share. 
(2) Eight votes per share. 


In 1975, the Company purchased 866 shares of 8% Cumulative Class A stock and 601 shares of 
8% Noncumulative Class B stock. 

The Company's Certificate of Incorporation also authorizes 5,000,000 shares of a Class C pre- 
ferred stock, without par value, none of which has been issued. 

The holders of common stock are entitled to receive dividends, when and as declared by the Board 
of Directors, after prior and current year dividends on the 6% Cumulative and 8% Cumulative 
Class A preferred stocks and current year dividends on the 8% Noncumulative Class B preferred 
stock have been paid or declared. Upon liquidation, after payment of the par value of preferred 
stocks and dividends referred to above, remaining net assets of the Company are to be distributed 
pro rata to holders of common stock. 


W.R. Grace & Co. and Subsidiary Companies 


Note 6—Stock Options: 


Note 7—Retained Earnings: 


Note 8—Business Combinations: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


Authorized common stock of the Company is 50,000,000 shares ($1 par). Of unissued common 
stock, approximately 6,644,000 shares may be issuable upon conversion of various convertible 
debt obligations, exercise of stock options and granting of stock awards, and as provided for in var- 
ious acquisition agreements. 

The Company executed an agreement in 1975 to sell 4,000,000 shares of newly issued common 
stock for $104,000 ($26 per share) in cash to VG—Verwaltungsgesellschaft fir industrielle Unterneh- 
mungen Friedrich Flick G.m.b.H. ("Flick Group") of Dusseldorf, West Germany. The common stock 
was issued for cash in 1976 and the Flick Group held for investment approximately 12% of the 
Company's outstanding common stock. 

Under a related agreement, as long as the Flick Group or companies affiliated with it hold at least 
2,000,000 of the newly issued shares, the Company's management has agreed to nominate three 
designees of the Flick Group for election as directors by the shareholders and to continue their rep- 
resentation on permanent active committees of the Board of Directors. 


Changes in the common stock options outstanding during 1976 and 1975 are summarized below: 


1976 1975 

Number Average Number Average 

of Shares Price of Shares Price 

Balance at beginning of year. ............ . 1,198,561 $26.22 1,266,900 $26.16 

Optionsigtonted <7 .5 3 ceca caer ae eee s 69,000 26.67 37,550 26.25 
1,267,561 1,304,450 

Options exercised ae terete cases als (16,287) 25.83 (17,842) 22.85 

Options terminated or cancelled oe! ee (82,075) 26.96 (88,047) 26.13 

Balance at end of year... 2... ee ee ee 1,169,199 26.20 1,198,561 26.22 


At December 31, 1976, options for 597,589 shares (1975—512,932 shares) were exercisable and 
599,316 shares (1975—586,241 shares) were available for granting of additional options and stock 
awards. In addition, 98,806 shares were available to cover options which may be assumed or 
granted in lieu of existing options granted by companies which may be acquired. 


Retained earnings include $8,046 set aside by foreign subsidiaries, principally as required by 
statute, $10,109 of undistributed earnings of less than majority owned companies and approximately 
$16,765 transferred to capital stock accounts of subsidiary companies. 


Parent company unappropriated retained earnings at December 31, 1976 amounted to $558,865 
of which $101,000 were free of the restriction on payment of cash dividends imposed by terms of 
the most restrictive of the Company's loan agreements. 


The following is a summary of businesses acquired during 1976 and 1975 which for accounting 
purposes have been treated as poolings of interests transactions. Results of operations of these busi- 
nesses are included in the consolidated financial statements for the entire year in which acquired, 
and 1975 data has been restated for comparative purposes. 


Shares of 
Common Stock Results of Operations 
Issued Prior to Combination 
Sales Net Income 
Line of Business 1976 1975 1976 1975 1976 1975 
Specialty Merchandising . . . : 1,622,675 - $57,023 $ — $2,503 $ — 
Natural Resources . . ce See _ 753,300 - 5,774 - 758 


1,622,675 753,300 


Amounts shown above for sales and net income relate only to the period prior to combination with 
the Company. Sales and net income for the full year 1976 for these businesses amounted to $75,658 
and $4,260, respectively; previously reported sales and net income for 1975 have been increased 
by $60,707 and $3,220, respectively. Business combinations concluded in 1975 had sales and net 
income of $24,174 and $3,703 for that year. 
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W. R. Grace & Co. and Subsidiary Companies 


Note 9—International Operations: 


Note 10—Lease Obligations: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


The following is a summary of businesses acquired in 1976 and 1975 which for accounting purposes 
have been treated as purchase transactions. Results of operations of these businesses are included 
in the consolidated financial statements from the effective dates of acquisition. 


Total 

Acquisition 

Cost 

Line of Business 1976 1975 
TSEC MRCMIGON a gona « Srtarse a ats. cick lau aa pacha SACRA SRE roreor tigers $ 3,279 $28,102 
oI Sy Sie “ea. hale ae ee Seycespeaeeaion spe eat eames aero ema men ae 2,044 2,142 
$ 5,323 $30,244 


A summary of the financial position and results of the Company's operations outside the United States 
is set forth below: 


Financial Position 1976 1975 
SSW CMMI eG garg Vice La x ik sat @ 3S AGS GLA ARR RTS ES has $ 797,701 $ 714,685 
TEU: WoMS MMMM ic ccs oc oVays be wR GAED Se 4 bor Picccusnrtelish Cowednace Ge mete a 389,025 342,547 


Investment in international operations . . 


Operating Results 
Sales and operating revenues 


Operating income after taxes* 


“Computed before net gains on disposal of businesses, allocation of general corporate overhead 
and general corporate interest. 


Total rental expense amounted to $59,368 (1975—$58,277). At December 31, 1976, the Company and 
its consolidated subsidiaries were obligated under noncancellable leases for minimum (or expected) 
annual rentals subsequent to 1976 as follows: 


Corporate Machinery 

Headquarters and 
and Other Transportation Retail and Other 
Office Space Equipment Minimum Expected 
A a gontlers tere ats Y $10,333 $10,704 $19,099 $22,200 
NOP eR alee ee 9,709 8,718 18,281 21,500 
|: ih a ee a 8,845 6,834 17,255 20,600 
js anata Blea ee aac teee 7,808 5,247 16,642 20,100 
1 ers ee ee 7,314 4,336 15,968 19,500 
Ub 028) a er ee ee 33,848 11,692 70,878 88,100 
PSNR M DY te ccicareeieartcnm ance 2s 31,850 1,076 56,509 71,600 
NO. oe le fis te oie 31,514 - 37,501 46,400 
Remaining years ......... 41,164 - 23,549 28,200 


Certain leases contain escalation clauses relating to increases in real estate taxes, maintenance 
costs and, in certain cases, to increases in sales. Additionally, there are existing renewal options at 
fair values for a substantial portion of the leased properties. 


W. R. Grace & Co. and Subsidiary Companies 


Note 11—Net Gains on 
Disposal of Businesses: 


Note 12—Pension Plans: 


Note 13—Unaudited 
Information: 


Note 14—Commitments and 
Contingent Liabilities: 


Report of Independent Accountants 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


The Company sold and provided for losses on disposal of certain businesses and adjusted amounts 
provided in prior years with the resultant gains (losses) included in income before taxes as follows: 


1976 1975 
Gain on sale of a portion of the Company's interest in Jacques Borel 
International S.A... . Cem cones a a ane ~~. zs $ - $ 48,817 
Net losses and provisions for loss on disposal of consumer services 
BRsOSeRS Sot ess Loreen “hs (11,414) (25,834) 
Adjustments of amounts provided in prior years 12,224 3,387 
Net gains included in income before taxes 7 ; =. $ 810 $ 26,370 


At December 31, 1976, assets of pension funds exceeded the actuarially computed value of vested 
benefits. 


Amounts charged to income for pension, profit sharing and related plans were as follows: 


1976 1975* 
POREWOIN EROS (2 ie toe ED one B08, lene et a Ao nes cate: Gor, Ss Syd Ge $ 18,779 $ 17,378 
Profit sharing and related plans . 3,328 2,500 
$ 22,107 $ 19,878 


*Restated. 


The unaudited summary of quarterly results and discussion of replacement costs are on pages 30 
and 31, respectively. 


There are various lawsuits, claims, commitments and contingent liabilities which are not expected to 
have any material adverse effect on the consolidated financial position or results of operations. 


Price Waterhouse & Co. 
60 Broad Street, New York, N.Y. 10004 


To the Shareholders and Board of Directors of W. R. Grace & Co, 


In our opinion, the accompanying consolidated balance sheets and the related consolidated state- 
ments of income, shareholders’ equity and changes in financial position present fairly the financial 
position of W. R. Grace & Co. and subsidiary companies at December 31, 1976 and 1975, and the 
results of their operations and the changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles consistently applied. Our examinations of 
these statements were made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


(nice bom Gb. 
February 25, 1977 
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Management Discussion and Analysis of Earnings (1974-1976) 


Sales and operating revenues increased by 1% in both 1975 and 1976, During 
these years, however, the Company has been involved in a program to divest 
certain of its consumer businesses. Adjusting for those units divested, sales and 
operating revenues increased by 5% in 1975 and by 8% in 1976. 


Equity in the earnings of partnerships and less than majority owned companies 
decreased by $5.5 million in 1975 and $3.0 million in 1976. The 1975 reduction 
resulted primarily from the sale, in 1974, of a minority interest in a phosphate 
rock mining affiliate in Togo. The decrease in 1976 earnings resulted from 
preoperating expenses and interest charges incurred by four businesses which 
will not commence operations until 1977. 


Increases in costs and expenses for 1975 and 1976 were essentially in line with 
the 1% increases in sales. Interest expense in 1976 was 14% lower than 1975, 
due to lower interest rates and to a lower average level of borrowings out- 
standing during the year. 


An analysis of net gains on disposal of businesses in 1975 and 1976 of $26.4 
million and $0.8 million, respectively, is set forth in Note 11 of Notes to Financial 
Statements. In 1974, there was a net loss of $17.3 million principally on disposal 
of U.S. packaged food operations and consumer service businesses. 


During the last three years, the Company has been involved in a significant 
expansion program. Capital expenditures totalled $778 million over this period. 
Asa result, depreciation and depletion increased by $14.0 million (17%) and 
$10.8 million (11%) in 1975 and 1976, respectively. 


U.S. and foreign income taxes decreased by 14% in 1976, largely due to 
lower earnings and increased investment tax credits. However, the effective 
tax rate, which is analyzed in Note 3 of Notes to Financial Statements, in- 
creased from 45% in 1975 to 48% in 1976, due primarily to inclusion in 1975 of 
the capital gain on the sale of a portion of the Company's interest in Jacques 
Borel International S.A. and to an increase in 1976 in earnings from countries 
where the effective tax rate is higher than in the U.S. 


Net income increased by $48.5 million (40%) in 1975 and decreased by $38.0 
million (22%) in 1976. These changes were influenced significantly by the capital 
gain on the sale of Borel which increased 1975 net income by $35.6 million 
and by compliance with Financial Accounting Standard No. 8 (FAS No. 8) 
pertaining to translation of foreign currencies. Adjustments resulting from FAS 
No. 8, as compared to the Company's prior method of translation, increased 
1975 net income by $7.8 million and decreased 1976 net income by $3.3 million. 
Excluding these items as well as the effect of other divestments, earnings were 
unchanged from 1974 to 1975 and decreased by 2.9% in 1976. Exclusive of 
divestments and the effect of FAS No. 8, all of the Company's lines of business 
except Agricultural Chemicals showed improvement in 1976 over 1975. 


46 


Ten-Year Financial Summary* 
(dollar amounts in thousands except per share) 


Earnings Statistics 

Sales and operating revenues 

Other income 

Equity in earnings of less than majority owned companies 
Costs and expenses 

Interest expense 


Income applicable to minority shareholders 


Net gains (losses) on disposal of businesses 


Income before depreciation and depletion and taxes 


Depreciation and depletion 


U.S. and foreign income taxes 


Income before extraordinary items 


Extraordinary items 
Net income 


Financial Position 


Cash and marketable securities 


Notes and accounts receivable—net 


Inventories 


Current liabilities 

Working capital 

Properties and equipment—net 

Long term debt 

Minority interest 

Shareholders’ equity—common stock 

Data Per Common Share 

Earnings per common and common equivalent share: 


Income before extraordinary items 
Extraordinary items 
Net income 
Earnings per common share assuming full dilution: 
Income before extraordinary items 
Net income 
Cash dividends per common share—Company 
Shareholders’ equity per common share 


Average number of common and common 
equivalent shares (millions) 


Other Stati 
Working capital provided by operations 
Cash dividends on common stock 
Capital expenditures 


Current ratio 

Debt ratio 

Number of common shareholders 
Number of employees 


*Data for the years 1967 through 1975 have been restated to 
include businesses combined in poolings of interests transac- 
tlons In accordance with a policy of restatement of data for the 
four immediately preceding years. Amounts previously reported 
In 1975 are shown In the table to the right (dollar amounts 
In thousands except per share). 


1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 
$3,615,153 $3,589,870 $3,547,963 $2,885,092 $2,397,623 $2,105,043 $1,973,745 — $2,047,743 $1,970,576 $1,817,662 
19,951 18,469 17,949 18,980 15,170 16,060 17,539 17,721 18,897 15,051 
(707) 2,247 7,780 6,680 4,409 3,668 3,245 4,493 3,926 5,214 
3,215,752 3,158,627 3,147,968 2,617,887 2,194,764 1,933,874 1,806,200 1,867,588 1,761,723 1,620,061 
59,086 68,465 71,118 52,886 42,663 42,829 41,890 46,530 43,544 40,565 
217 2,808 4714 3,785 2,653 2,352 2,383 5,406 7,287 6,330 
810 26,370 (17,339) (4,426) - - - - - - 

360,152 407,056 332,553 231,768 177,122 145,716 144,056 150,433 180,845 170,971 
107,322 96,550 82,520 69,178 64,185 60,251 58,271 66,700 68,827 65,389 
120,948 140,608 128,637 77,737 49,867 43,405 36,294 36,725 45,893 45,750 
131,882 169,898 121,396 84,853 63,070 42,060 49,49) 47,008 66,125 59,832 
- ~ - (6,266) 3,232 (6,195) (30,851) 14,356 (25,980) 3,996 
131,882 169,898 121,396 78,587 66,302 35,865 18,640 61,364 40,145 63,828 

$ 232,042 $ 104,415 $ 161,659 $ 138,770 $ 143,993 $ 105,855 $ 83,824 $ 107,264 $ 127,856 $ 125,032 
497,742 483,110 514,157 436,366 384,129 341,526 329,742 341,850 324,251 307,106 
616,552 585,959 686,562 507,341 419,400 382,823 356,654 390,762 371,468 335,051 
697,807 683,280 836,308 617,248 522,054 432,007 442,339 443,155 488,815 402,226 
679,200 626,491 561,310 490,345 446,808 417,971 348,479 416,094 353,586 378,436 
1,050,335 975,315 881,283 717,254 664,755 608,878 576,376 648,519 752,252 727 868 
694,793 575,251 648,827 577,135 520,069 526,654 407,616 436,383 489,024 523,927 
15,683 16,318 29,678 25,095 25,493 19,666 13,346 22,612 61,378 57,546 
1,146,101 1,075,817 844,317 768,333 729,971 671,279 661,935 673,819 632,912 618,920 
$ 355 §$ 5.15 §$ 371 $ 259 §$ 1.92 $ 1,40 $ 172. § 1.67 $ 256 = §$ 2.32 
- - - (.19) 10 (.21) (1.08) 52 (1.02) 16 
3.55 5.15 3.71 2.40 2.02 1.19 64 2.19 1.54 2.48 

3.27 4.65 3.38 2.40 1.82 1.39 1.70 1.66 2.48 2.27 

3.27 4.65 3.38 2.23 1.90 1.19 69 2.15 1.52 242 

1.70 1.625 1.525 1.50 1.50 1.50 1.50 1.50 1.45 1.38 
31.04 29.16 25.88 23.75 22.69 22.49 22.92 24.03 24.05 24.87 

37.0 32.9 32.5 32.5 32.4 29.8 28.5 27.7 25.5 25.4 

$ 267,195  $ 311,397 $ 232721 §$ 180,329 § 139,751 §$ 121,889 §$ 117419 §$ 122630 §$ 146,054 § 132691 
60,932 50,715 45,390 42,170 36,372 35,489 32,585 30,709 27,806 27,752 
212,096 288,199 277,742 160,092 135,272 98,129 104,731 130,800 129,118 126,479 
2.0:1 1.9:1 17:1 1,8: 1.9:1 2.0:1 1.8:1 1.9:1 17:1 1.9:1 
37.6% 34.6% 43.2% 42.6% 41.3% 43.6% 37.7% 38.9% 43.1% 454% 
55,943 56,104 54,363 52,064 49,423 47,644 49,646 49,835 48,636 48,247 
59,700 62,100 77,200 75,600 73,900 66,900 63,900 70,000 77,700 75,900 
1975 1974 1973 1972 

Sales and operating revenues $3,529,163 $3,500,367 $2,852,678 $2,382,145 

Income before extraordinary items 166,678 119,110 83,726 62,311 

Per share $.31 3.83 2.69 2.00 

Net income 166,678 119,110 77,460 65,543 

Per share 5.31 3.83 2.49 2.10 


Directors 


Harold A. Eckmann, Chairman, 
The Atlantic Companies, insurance 


Mark C. Feer, Managing Director, 
Kuhn, Loeb & Co., investment bankers 


Dr. Friedrich Karl Flick, General Partner, 
Friedrich Flick K. G., diversified industrial organization 


Raymond C. Foster, Chairman and Chief Executive Officer, 
Stone & Webster, Incorporated, engineering and 
construction services 


George P. Gardner, Jr., Senior Vice President, 
Paine, Webber, Jackson & Curtis, Incorporated, 
investment bankers 


John E. Haigney, Senior Partner, 
Ide & Haigney, attorneys 


2:3 Paul F. Hellmuth, Professional Trustee and 
Retired Managing Partner, 
Hale and Dorr, attorneys 


George P. Jenkins, Chairman of the Board, 
Metropolitan Life Insurance Company 


Axel A. Johnson, Chief Executive Officer, 
Axel Johnson Group, diversified transportation 
and industrial organization 


Dr. Werner Kneip, President, 
Dynamit-Nobel A.G., chemical manufacturer 


1,2 Frank E. Mackle, Jr., President and Chief Executive Officer, 
The Deltona Corporation, land development and construction 


2:3 Lawrence J. McKay, Senior Member, 
Cahill Gordon & Reindel, attorneys 


Charles W. Miller, Professor of Management, 


Marquette University 


Officers 


Chairman 
Felix E. Larkin 


President and Chief Executive Officer 


J. Peter Grace 


Vice Chairman and Chief Operating Officer 


George W. Blackwood 


Executive Vice Presidents 
Robert M. Coquillette 
Alexander T. Daignault 
Charles H. Erhart, Jr. 
Robert D. Goodall 

Carl N. Graf 


Vice Presidents 
Charles E. Brookes 
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James A. Doyle 
Thomas M. Doyle 
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Thomas E. Hanigan, Jr. 
Alex Kaufman 

Harold R. Logan 
Charles A. Lynch 

D. Walter Robbins, Jr. 


Leonard Kamsky 
George F. Mason, Jr. 
John R. McIntosh 
Lawrence C. McQuade 
Robert A. Miller 
Robert E. Pedigo 
Jack Rimmer 

Robert W. Samuels 
Klaus G. Scheye 
Anwar S. Soliman 
Rodney M. Vining 
George J. Winchell 


Roger Milliken, President, 
Milliken & Company, textiles 


John D. J. Moore, Consultant to W. R. Grace & Co.; 
former U.S. Ambassador to Ireland 


1:3 Cornelius W. Owens, Former Executive Vice President, 
American Telephone and Telegraph Company 


12,3 Ginter Max Paefgen, General Partner, 
Friedrich Flick K. G., diversified industrial organization 


Henry G. Parks, Jr., Chairman of the Board, 
H. G. Parks, Inc., processed foods 


2 Clifton W. Phalen, Former President and Chairman of the Board, 


New York Telephone Company 
John E. Phipps, Director of various companies 


2:3 John H. Phipps, Chairman of the Board, 
J. H. Phipps Broadcasting Stations, Inc., television stations 


William Wood Prince, President, 
F.H. Prince & Co., Inc., investment company 


1,2;3 John A. Puelicher, Chairman of the Board and President, 
M &1 Marshall & Ilsley Bank 


12,3 Eben W. Pyne, Senior Vice President, 
Citibank, N.A. 


Allen S. Rupley, Advisor to the President and 
Former Chairman of the Board, W. R. Grace & Co. 


Forrest N. Shumway, President and Chief Executive Officer, 
The Signal Companies, Inc., multi-industry manufacturing 


David L. Yunich, Retired Vice Chairman, 
R.H. Macy & Co., Inc., department stores 


Member of the following Corporate Advisor Committees: 


1 Audit Committee. 
2 Salary, Incentive Compensation and Employee Benefits Committee. 
3 Stock Option and Stock Incentive Committees. 


Directors /Officers 


George W. Blackwood, Vice Chairman 

Alexander T. Daignault, Executive Vice President 
Charles H. Erhart, Jr., Executive Vice President 
Robert D. Goodall, Executive Vice President 

J. Peter Grace, President and Chief Executive Officer 
Alex Kaufman, Executive Vice President 
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D. Walter Robbins, Jr., Executive Vice President 


Vice President, General Counsel and Secretary 
Albert A. Eustis 


Vice President and Treasurer 
Richard L. Bowditch, Jr. 


Vice President and Controller 
John F. Spellman 


Chemed Corporation 


Chairman of the Board 
J. Peter Grace 


President and Chief Executive Officer 
Edward L. Hutton 


Corporate Information 


World Headquarters 


Annual Meeting 


Incorporation 


Investor Information 


Securities 


Grace Plaza 

1114 Avenue of the Americas 
New York, New York 10036 
Telephone: (212) 764-5555 
TWX: 710-581-4389 

RCA: 232-174 


The annual meeting of shareholders 
of W. R. Grace & Co. 

will be held at 10:30 a.m. 

Pacific Daylight Saving Time 

on Tuesday, May 10, 1977 

at the Beverly Wilshire Hotel 

9500 Wilshire Boulevard 

Beverly Hills, California, 


W. R. Grace & Co. was 
incorporated in 1899 under 
the laws of the State of 
Connecticut. The Company 
was founded in 1854 by 
William Russell Grace. 


Exchange Listings/Trading 


Symbols 


Independent Accountants Price Waterhouse & Co. 
60 Broad Street 


New York, New York 10004 


Citibank, N.A. 

P.O. Box 2670 

Grand Central Station 

New York, New York 10017 


Dividend Reinvestment Agent 


Plants and Facilities There are approximately 300 manu- 
facturing plants, 645 offices, 130 
distribution facilities, 210 retail outlets 
and 155 restaurants in the Grace 
organization, located in 45 states, 
the District of Columbia, and 

41 foreign countries. 


Trademarks Product brand names 
italicized in this report 
are registered trademarks 
of W.R. Grace & Co. 


or its subsidiaries. 


Transfer Agents Registrars 


Common Stock 


Common Stock Options 


New York Frankfurt GRA 
Midwest Geneva 
Amsterdam Hamburg 
Basle Lausanne 
Belfast London 
Dublin Paris 
Edinburgh Zirich 
Exchange Trading Privileges: 
Boston Pacific 
Cincinnati Philadelphia 
Detroit 


American Stock Exchange 


Marine Midland Bank 
485 Lexington Avenue 
New York, New York 10017 


Chemical Bank 
20 Pine Street 
New York, New York 10015 


Continental Illinois National Bank 
and Trust Company of Chicago 
231 South La Salle Street 
Chicago, Illinois 60690 


The First National Bank of Chicago 
1 First National Plaza 
Chicago, Illinois 60670 


Preferred Stocks 


Over-the-counter 


Marine Midland Bank Chemical Bank 


485 Lexington Avenue 
New York, New York 10017 


20 Pine Street 
New York, New York 10015 


Chemed Capital Stock Over-the-counter CMED The Fifth Third Bank The Provident Bank 
38 Fountain Square Plaza 1 East 4th Street 
Cincinnati, Ohio 45202 Cincinnati, Ohio 45202 
Debentures Trustees Conversion Prices 
4s % Convertible New York Stock Exchange GRAK Chemical Bank $57.32 
Subordinate Debentures 20 Pine Street 


Due 1990 New York, New York 10015 


6% % Convertible 
Subordinate Debentures 
Due 1996 


New York Stock Exchange GRAG The Chase Manhattan Bank N.A. 
1 Chase Manhattan Plaza 


New York, New York 10015 


$29.625 
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